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House of Representatives

The House met at noon and was
called to order by the Speaker pro tem-
pore (Mr. PETRI).

———

DESIGNATION OF THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the Speaker:

WASHINGTON, DC,
March 22, 2004.

I hereby appoint the Honorable THOMAS E.
PETRI to act as Speaker pro tempore on this
day.

J. DENNIS HASTERT,
Speaker of the House of Representatives.

———

PRAYER

The Chaplain, the Reverend Daniel P.
Coughlin, offered the following prayer:

The heavens proclaim Your glory, O
God, and the firmament reveals Your
handiwork. Day pours out the word
today, and night after night tells the
story.

No speech, no word, no sound is need-
ed. Yet throughout all Earth Your
voice is heard to the ends of the world
this message.

At the beginning of each day the sun
comes forth like a bridegroom from his
bridal chamber, like a champion ready
to run its course.

From one end of the sky comes the
rising sun to stretch its way to fur-
thest other end; nothing escapes its
heat.

So fill the Nation this day with bless-
ings, Lord. May Your presence per-
meate all that is living and justice
flourish among Your people, now and
forever. Amen.

———

THE JOURNAL

The SPEAKER pro tempore. The
Chair has examined the Journal of the
last day’s proceedings and announces
to the House his approval thereof.

Pursuant to clause 1, the Jour-

nal stands approved.

———

PLEDGE OF ALLEGIANCE

The SPEAKER pro tempore. The
Chair will lead the House in the Pledge
of Allegiance.

The SPEAKER pro tempore led the
Pledge of Allegiance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

rule I,

————

APPOINTMENT OF MEMBERS TO
POLICY COMMITTEE OF WHITE
HOUSE CONFERENCE ON AGING

The SPEAKER pro tempore. Pursu-
ant to section 211 of the Older Ameri-
cans Act Amendments of 2000 (42 U.S.C.
3001 Note), and the order of the House
of December 8, 2003, the Chair an-
nounces the Speaker’s appointment of
the following Members on the part of
the House to the Policy Committee of
the White House Conference on Aging:

Mr. E. CLAY SHAwW, Jr., Fort Lauder-
dale, Florida; and

Mr. HowaArRD P. (BUCK) MCKEON,
Santa Clarita, California.
——
ADJOURNMENT

The SPEAKER pro tempore. Without
objection, the House stands adjourned
until 12:30 p.m. tomorrow for morning
hour debates.

There was no objection.

Accordingly (at 12 o’clock and 3 min-
utes p.m.), under its previous order, the
House adjourned until tomorrow, Tues-

day, March 23, 2004, at 12:30 p.m., for
morning hour debates.

————
EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 8 of rule XII, executive

communications were taken from the
Speaker’s table and referred as follows:

7200. A letter from the Deputy Associate
Administrator, Environmental Protection
Agency, transmitting the Agency’s final rule
— Pesticide Tolerance Fees; Suspension of
Collection [OPP-2004-0084; FRL-7349-7] re-
ceived March 17, 2004, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Agri-
culture.

7201. A letter from the Under Secretary,
Department of Defense, transmitting a re-
port required pursuant to title 10, United
States Code, section 12302(d), relating to
those units of the Ready Reserve of the
Armed Forces that remained on active duty
under the provisions of section 12302 as of
January 1, 2004; to the Committee on Armed
Services.

7202. A letter from the Secretary, Depart-
ment of Health and Human Services, trans-
mitting the twenty-fourth annual report on
the implementation of the Age Discrimina-
tion Act of 1975 by departments and agencies
which administer programs of Federal finan-
cial assistance, pursuant to 42 U.S.C.
6106a(b); to the Committee on Education and
the Workforce.

7203. A letter from the Administrator, En-
ergy Information Administration, transmit-
ting a copy of the Energy Information Ad-
ministration’s report entitled ‘“Annual En-
ergy Outlook 2004, pursuant to 15 U.S.C.
790f(a)(1); to the Committee on Energy and
Commerce.

7204. A letter from the Attorney, National
Highway Traffic Safety Administration, De-
partment of Transportation, transmitting
the Department’s final rule — Automotive
Fuel Economy Manufacturing Incentives for
Alternative Fueled Vehicles [Docket No.
NHTSA-2001-10774; Notice 3] (RIN: 2127-Al41)
received February 23, 2004, pursuant to 5
U.S.C. 801(a)(1)(A); to the Committee on En-
ergy and Commerce.

7205. A letter from the Attorney Advisor,
National Highway Traffic Safety Adminis-
tration, Department of Transportation,
transmitting the Department’s final rule —
Federal Motor Vehicle Safety Standards;
Child restraint systems [Docket No. NHTSA-
04-17230] (RIN: 2127-AJ15) received March 9,
2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the
Committee on Energy and Commerce.

7206. A letter from the Attorney Advisor,
National Highway Traffic Safety Adminis-
tration, Department of Transportation,
transmitting the Department’s final rule —
Federal Motor Vehicle Safety Standards;
Child Restraint Systems [Docket No.
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NHTSA-2003-17140] (RIN: 2127-Al88) received
March 9, 2004, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Energy and
Commerce.

7207. A letter from the Deputy Associate
Administrator, Environmental Protection
Agency, transmitting the Agency’s final rule
— Community-Based Urban and Per-Urban
Drinking Water Capacity-Building in Africa
— received March 17, 2004, pursuant to 5
U.S.C. 801(a)(1)(A); to the Committee on En-
ergy and Commerce.

7208. A letter from the Deputy Associate
Administrator, Environmental Protection
Agency, transmitting the Agency’s final rule
— Approval and Promulgation of Implemen-
tation Plans; Indiana [IN158-1a; FRL-7626-7]
received March 17, 2004, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Energy and
Commerce.

7209. A letter from the Deputy Associate
Administrator, Environmental Protection
Agency, transmitting the Agency’s final rule
— Approval and Promulgation of Air Quality
Implementation Plans; Kentucky Update to
Materials Incorporated by Reference; Tech-
nical Correction [KY-200404(c); FRL-7636-9]
received March 17, 2004, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Energy and
Commerce.

7210. A letter from the Deputy Associate
Administrator, Environmental Protection
Agency, transmitting the Agency’s final rule
— Approval and Promulgation of Air Quality
Implementation Plans; Maine; Approval of
State Implementation Plan Revision to
PM10 PSD Increments [R01-OAR-2004-ME-
0001; A-1-FRL-7625-3] received March 17, 2004,
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Energy and Commerce.

7211. A letter from the Deputy Associate
Administrator, Environmental Protection
Agency, transmitting the Agency’s final rule
— Revisions to the California State Imple-
mentation Plan, South Coast Air Quality
Management District [CA287-0428a; FRL-7628-
3] received March 17, 2004, pursuant to 5
U.S.C. 801(a)(1)(A); to the Committee on En-
ergy and Commerce.

7212. A letter from the Deputy Associate
Administrator, Environmental Protection
Agency, transmitting the Agency’s final rule
— National Emission Standards for Haz-
ardous Air Pollutants: Plywood and Com-
posite Wood Products; Effluent Limitations
Guidelines and Standards for the Timber
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Products Point Source Category; List of Haz-
ardous Air Pollutants, Lesser Quantity Des-
ignations, Source Category List [OAR-2002-
0048, FRL-7634-1] (RIN: 2060-AG52) received
March 17, 2004, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Energy and
Commerce.

7213. A letter from the Assistant Secretary
for Legislative Affairs, Department of State,
transmitting the Department’s report enti-
tled “Country Reports on Human Rights
Practices for 2003,”” pursuant to 22 U.S.C.
2151n(d); to the Committee on International
Relations.

7214. A letter from the Director, Office of
Management and Budget, transmitting the
Office’s FY 2003 report on Federal Govern-
ment Information Security Management; to
the Committee on Government Reform.

7215. A letter from the Director, Office of
Personnel Management, transmitting OPM’s
Fiscal Year 2003 Annual Report to Congress
on the Federal Equal Opportunity Recruit-
ment Program (FEORP), pursuant to 5
U.S.C. 7201(e); to the Committee on Govern-
ment Reform.

7216. A letter from the Assistant Attorney
General for Administration, Department of
Justice, transmitting the ninth annual re-
port on the Communications Assistance for
Law Enforcement Act (CALEA) of 1994, as
amended, pursuant to Public Law 103-414; to
the Committee on the Judiciary.

7217. A letter from the Secretary, Depart-
ment of Health and Human Services, trans-
mitting the Department’s Annual Report On
Child Welfare Outcomes 2001, pursuant to
Public Law 105-89, section 203(a) (111 Stat.
2127); to the Committee on Ways and Means.

7218. A letter from the Acting Director, De-
fense Security Cooperation Agency, Depart-
ment of Defense, transmitting notification
of the Department of State’s intent to ini-
tiate the FY 2004 International Military Edu-
cation and Training funds for Algeria, pursu-
ant to Public Law 108-199; jointly to the
Committees on International Relations and
Appropriations.

7219. A letter from the Secretary, Depart-
ment of Health and Human Services, trans-
mitting the Department’s report entitled,
“National Coverage Determinations for Fis-
cal Year 2002 ,”” pursuant to Public Law 106-
554 section522(a); jointly to the Committees
on Ways and Means and Energy and Com-
merce.

March 22, 2004

REPORTS OF COMMITTEES ON
PUBLIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIlII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

[The following reports were filed on March 19,
2004]

Mr. NUSSLE: Committee on the Budget.
House Concurrent Resolution 393. Resolution
establishing the congressional budget for the
United States Government for fiscal year
2005 and setting forth appropriate budgetary
levels for fiscal years 2004 and 2006 through
2009 (Rept. 108-441). Referred to the Com-
mittee on the Whole House on the State of
the Union.

Mr. NUSSLE: Committee on the Budget.
H.R. 3973 A bill to amend part C of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985 to extend the discretionary
spending limits and pay-as-you-go through
fiscal year 2009; with an amendment (Rept.
108-442). Referred to the Committee of the
Whole House on the State of the Union.

ADDITIONAL SPONSORS

Under clause 7 of rule XIl, sponsors
were added to public bills and resolu-
tions as follows:

H.R. 489: Mr. McCOTTER and Mr. MILLER of
Florida.

H.R. 1873: Mr. CASE.

H.R. 2402: Mr. MCHUGH.

H.R. 3203: Ms. CORRINE BROWN of Florida,
Mr. FOLEY, and Ms. DEGETTE.

H.R. 3602: Mr. TowNs, Ms. LEE, Mr. Bou-
CHER, Mr. Lucas of Kentucky, Mr. CRAMER,
Ms. MCCARTHY of Missouri, Mr. SESSIONS,
and Mr. PASTOR.

H.R. 3966: Mr. FOLEY, Mr. MCKEON, Mrs.
MILLER of Michigan, Mr. Meek of Florida,
Mr. FRANKS of Arizona, and Mr. BACHUS.

H.R. 3984: Mr. MILLER of Florida and Mr.
GARRETT of New Jersey.

H. Res. 60: Mr. GARRETT of New Jersey, Ms.
HARRIS, and Mr. UPTON.

H. Res. 532: Ms. BALDWIN.
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The Senate met at 12 noon and was
called to order by the President pro
tempore [Mr. STEVENS].

PRAYER

The Chaplain, Dr. Barry C. Black, of-
fered the following prayer:

Let us pray. O God, our Creator and
Preserver, who displays Your glory in
the beauty of the seasons, thank You
for the light of day and for blessings
beyond our deserving. Thank You for
the gift of redemption and for the op-
portunity to be Your salvation instru-
ments in a world of pain. Forgive us
when we miss opportunities to reveal
Your character to a sometimes cynical
world.

Bless Your Senators today. Give
them grace to fill every hour with ef-
forts that will truly make a difference.
Endow them with insight to solve the
riddles that challenge our world. Use
each of us, Lord, to advance Your king-
dom of good will upon Earth.

We pray this in Your holy Name,
Amen.

——
PLEDGE OF ALLEGIANCE
The PRESIDENT pro tempore led the

Pledge of Allegiance, as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

———————

RECOGNITION OF THE ACTING
MAJORITY LEADER

The PRESIDENT pro tempore. The
acting majority leader is recognized.

——————

SCHEDULE

Mr. MCCONNELL. Mr. President,
today the Senate will conduct a period
of morning business until 2 p.m. and
then resume consideration of the JOBS
bill, also known as FSC/ETI.

As announced by the majority leader
before the recess, there will be no roll-

Senate

call votes today. Chairman GRASSLEY
will be here to work through consider-
ation of pending amendments. We want
to encourage Members to come to the
floor for debate through the day.

The next vote will occur sometime
tomorrow, Tuesday. We will notify all
Members when we can lock in a time
certain for any rollcall votes.

———

RECOGNITION OF THE MINORITY
LEADER

The PRESIDENT pro tempore. The
minority leader is recognized.

————
THIS WEEK’S SCHEDULE

Mr. DASCHLE. Mr. President, I urge
Senators to come to the floor. I was
just discussing with the distinguished
acting majority leader the schedule for
the week. There are a number of
amendments that could be offered with
time agreements that we might be able
to work through reaching an agree-
ment on the overall list of amendments
to be offered. Many would like to com-
plete work on the bill. We could at the
end of the day have a pretty good vote
on the legislation that is pending.
There are a number of critical amend-
ments that our colleagues want to have
considered, but I think we can work
through those on a timely basis.

I look forward to more discussions
with our Republican friends with re-
gard to the schedule and the list of
amendments to be offered.

———

GOVERNMENT WORKING FOR THE
PEOPLE

Mr. DASCHLE. Mr. President, we
spend a lot of time here in the Capitol
talking about the abstract effects of
policy. But when we go home, we see
firsthand the challenges and pain so
many of our constituents are facing.

I spent the last week in South Da-
kota. We have a higher percentage of
our National Guard and Reserve units

activated than almost any other State.
South Dakotans are united in our sup-
port for all the men and women who
are risking their lives to defend our
freedom. We are proud that America
looks out for other nations.

But we need to look out for people
here at home, too. We need leadership
that fights for American workers and
families, not against them. That is
what I heard, over and over again, from
people in South Dakota.

Last Tuesday, I held a town hall
meeting in Spearfish, in the Black
Hills. Among the people who came were
a couple I have known for years.

Donna Smith is a newspaper reporter
for the Black Hills Pioneer. She is one
of the best journalists in my State; I
have tremendous respect for her skill
and fairness.

Over the years, I have seen Donna at
many meetings. But this time was dif-
ferent. This time she was there not as
a reporter but as an American who
needs help.

Donna and Larry Smith have been
married for 29 years. They have six
children.

Larry Smith is tall and athletic. He
takes good care of his health. Unfortu-
nately, he inherited some bad genes;
his arteries clog. He had his first heart
bypass surgery when he was 47 years
old and his second one a year later.

Everything was fine for almost 11
years. Then, about a year ago, Larry
started feeling constant, debilitating
pain in his legs and hips.

Larry works at a casino in the Black
Hills. He was a machinist all his work-
ing life, but he switched to cashier be-
cause he couldn’t take the walking in-
volved in his old job; it hurt too much.

Last February, he had a stent placed
in his heart. His doctors determined
that the pain was being caused by a
build-up of plaque in Larry’s arteries.
They said the only place he could find
a vascular surgeon skilled enough to
clear the blockages was at the Mayo
Clinic in Rochester, MN.
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Larry had that surgery. He was at
the Mayo Clinic nearly a month. Donna
was with him the whole time. Their in-
surance company paid most of the hos-
pital bills.

But there were lots of out-of-pocket
costs insurance didn’t cover:

The lost income from the time both
Larry and Donna had to take off from
their jobs; the cost of getting to and
from the Mayo Clinic; the cost of Don-
na’s motel; the $2,000 annual deductible
the Smiths had to pay before their in-
surance coverage Kkicked in; the $200
they spend every month on the pre-
scription drugs Larry takes to control
his blood pressure and other health
conditions.

In addition, Donna is a diabetic and a
cancer survivor. They spend another
$150 a month on her prescriptions.

Then there are the health insurance
premiums: $270 a month for Larry and
$180 a month for Donna.

Add it all up and, suddenly, a couple
who had worked hard all their lives and
put six children through college is
drowning in a sea of medical debt—
$18,000 in debt.

Larry and Donna Smith have done
everything they can to honor their
debts. They sold their home. They now
live in a smaller, rented house. They
have borrowed money from friends.

They have even borrowed money
from their children. Talking about that
is one of the few times Donna cries.
‘“How demeaning,” she says, ‘‘to have
to ask your children for money. We're
at a time in our lives when we ought to
be showering our grandchildren with
gifts, but we can’t. We can’t even pay
our bills.”

Creditors started threatening law-
suits. Bill collectors called at home
and work. They garnished Donna’s
wages.

In January—less than a year after
Larry’s surgery at Mayo—the pain in
his legs came back. It’s worse than
ever now. It hurts him to lift the bags
of coins at the casino. It hurts him just
to walk.

But he still works five nights a week;
he can’t afford to take time off.

Two weeks ago, Donna decided there
was nothing else they could do, no one
else they could borrow money from. So
they filed for bankruptcy.

On April 6, Larry Smith is scheduled
to go back to the Mayo Clinic to see if
there is anything else that can be done.
Donna says they have no choice. With-
out medical help, Larry is at increased
risk of a heart attack or stroke or am-
putation.

The people at Mayo have generously
offered to ‘‘work with” the Smiths to
meet the $2,000 deductible.

Donna doesn’t know where she’ll stay
this time. She says maybe she’ll sleep
in the car.

There’s something else Donna Smith
doesn’t know. As she puts it, “I don’t
know how to give up. This is my hus-
band. This is the man I've spent my
whole life with, the man who fathered
my children, and who worked hard all
his life to support us.
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She said, ‘““We know that there are
hundreds of thousands of other people
going through this, too. You pay for
health insurance and you always be-
lieve that everything will be covered,
but it is not. The safety net is not
there and suddenly you have nothing.

“If people are just supposed to give
up, how do you do that?”’ Donna asks.
‘““How do you just give up on the life of
someone you love?”’

Larry Smith and I talked for quite a
while last week. I found out later that
he spent 48 hours thinking about ex-
actly what he would say so that I
would understand how fragile economic
security has become for so many mid-
dle-class families. All over this coun-
try, people who have done everything
right—people who have worked for dec-
ades, bought their own homes, put
their children through college, saved
for their retirements—are finding they
are just one medical emergency, one
pink slip, one bad break away from se-
rious economic trouble. The social and
economic safety net that used to pro-
tect families is being shredded. Health
care costs that used to be manageable
are bankrupting families and busi-
nesses.

Last Thursday, I had another town-
hall meeting in Aberdeen, my home-
town. That afternoon I got a fax from
a general manager of a farmers’ coop-
erative grain elevator in the nearby
town of Florence. His name is Steve
Schlenner. He said 3 years ago the
health care premiums for the co-op’s
employees went up 38 percent. The next
year they went up another 28 percent.
Last year they increased another 24
percent. This year they had to lay off
one of their workers so they could af-
ford health insurance for the other
workers.

He asks:

How are we ever going to get people back
to work if the insurance companies are tak-
ing more and more of our profits every year?
At this rate, only the rich will be able to af-
ford insurance in the future. . . . The aver-
age hard-working, tax-paying, middle-class
American needs to be put on the endangered
species list if we sit back and do not address
these insurance issues and high unemploy-
ment [rates].

He ends his fax by saying:

Thank you for taking my comments seri-
ously. They represent the thoughts and feel-
ings of quite a few people in this area.

All of us, Democrats and Repub-
licans, need to take the comments of
people like Donna and Larry Smith and
Steve Schlenner seriously. Donna and
Larry are luckier than many Ameri-
cans. They have insurance. More than
43 million Americans have no health
insurance. We must work together to
make health insurance affordable
again and health care accessible to all
Americans.

We need to fix what is wrong with
the new Medicare prescription drug
program. At a minimum, we need to
end the prohibition that prevents the
Government from negotiating better
prices for seniors. We need to allow the
safe reimportation of drugs from Can-
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ada and other countries where they are
less expensive. We need new policies
that create good jobs in America.

There are 8.2 million Americans out
of work. Two million have been out of
work for the last 6 months or longer. It
is not their fault they cannot find jobs.
Last month, the economy created only
21,000 new jobs—all of them Govern-
ment jobs, none in the private sector.
Mr. President, 21,000 jobs; that is one
new job for every 389 unemployed
workers.

The administration and some of our
Republican colleagues say the economy
is getting stronger. I guess I would ask,
whose economy? Not the 8.2 million
Americans who want to work but can-
not find jobs; not the 43 million Ameri-
cans without health insurance; not the
millions of Americans who are working
harder than ever and taking on more
debt than ever.

We need trade and tax policies that
reward companies for creating jobs in
America—not for shipping American
jobs overseas. We need to help workers
who are hurt by outsourcing, and make
sure they get access to health care and
job training while they get back on
their feet.

Unless we act to prevent it, 9 days
from today, on March 31, the Govern-
ment will stop paying unemployment
insurance benefits to workers who have
already exhausted their State benefits.
We cannot let that happen. We need to
extend Federal unemployment insur-
ance benefits now.

Also, at the end of this month, the
Federal Government and the Depart-
ment of Labor will issue new regula-
tions effectively ending overtime pay
for 8 million American workers. The
Senate voted on a bipartisan basis to
reject that change when the White
House proposed it, but the House re-
jected it. Somehow, behind closed
doors, someone slipped it into a con-
ference report that had to pass or most
of the Federal Government would have
been shut down.

That is wrong. The Senate should re-
ject this bad idea and the underhanded
way it was handled. We should vote to
protect the 40-hour workweek and
overtime pay. Working families cannot
afford a cut in pay.

A week ago today, Lead-Deadwood
High School held its annual Govern-
ment Day. Students at the school spent
the day shadowing local government
officials, observing firsthand how de-
mocracy in America works. In a story
about the program, on the front page of
the Black Hills Pioneer, the students
talked about how interesting it was to
see Government work for people. That
story was written by Donna Smith. De-
spite all of their struggles, she and her
husband still believe Government can
be a force for good. They, and millions
of other Americans, are looking to us
for help. As we begin this next work pe-
riod, let’s vow not to disappoint them.

I yield the floor.
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RESERVATION OF LEADER TIME

The PRESIDENT pro tempore. Under
the previous order, the leadership time
is reserved.

——————

MORNING BUSINESS

The PRESIDENT pro tempore. Under
the previous order, there will be a pe-
riod for the transaction of morning
business until 2 p.m., with Senators
permitted to speak therein for up to 10
minutes each.

The Senator from Texas is recog-
nized.

———

MEASURE PLACED ON THE
CALENDAR—S. 2207

Mr. CORNYN. Mr. President, I under-
stand there is a bill at the desk that is
due for its second reading.

The PRESIDENT pro tempore. The
clerk will report.

The assistant legislative clerk read
as follows:

A bill (S. 2207) to improve women’s access
to health care services, and the access of all
individuals to emergency and trauma care
services, by reducing the excessive burden
the liability system places on the delivery of
such services.

Mr. CORNYN. Mr. President, in order
to place the bill on the calendar under
the provisions of rule XIV, I object to
further proceeding.

The PRESIDENT pro tempore.
bill will be placed on the calendar.

Mr. CORNYN. I thank the Chair.

The PRESIDING OFFICER
SUNUNU). The Senator from Texas.

——————

MARRIAGE

Mr. CORNYN. Mr. President, I want
to say a few words about a hearing we
are going to have tomorrow in the Sen-
ate Judiciary Committee on the sub-
ject of marriage. I know the last thing
I thought I would be doing, coming
from Texas to Washington, DC, would
be talking about traditional marriage,
but such are the times we live in.

BEarlier this month I chaired a hear-
ing in the Judiciary Committee’s Sub-
committee on the Constitution regard-
ing the U.S. Supreme Court’s decision
last summer in Lawrence v. Texas, as
well as the Goodridge decision from the
Massachusetts Supreme Court that re-
sulted from it, and the subsequent ex-
plosion of the marriage controversy
across America. I thought we had a
very thought-provoking discussion, a
bipartisan discussion, and one that will
continue at our hearing tomorrow
where proposed constitutional lan-
guage is the subject.

At the hearing earlier this month I
was moved by the sentiments of Pastor
Daniel de Leon of the Templo Calvario
Church in California and Rev. Richard
Richardson of the African Methodist
Episcopal Church in Boston, who we
were honored to have in attendance.

Both testified they would rather be
at home than having to defend tradi-

The
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tional marriage here in Washington.
But it is because of the work they do in
their own communities, because they
see the results of the decline of mar-
riage in their communities every day,
that they believe traditional marriage
is so important and worth defending.

This is a discussion we will continue
to have in the coming months. I believe
it is vital that we have a national dis-
cussion on the importance of this insti-
tution, and a discussion based upon the
facts.

In recent months, a lot of people
have spent time talking about the ben-
efits of marriage for adults. They have
talked about hospital visiting rights
and inheritance problems, even though
many of these issues can be solved sim-
ply and quickly by statute or arrange-
ments that can be achieved by simply
signing a few simple documents.

This discussion, in terms of the bene-
fits to adults, has included discussion
of Government benefits, even though
with these benefits come burdens, and
the actual financial ramifications of
these benefits are a matter for future
debate.

Today it is time to turn the debate to
what I believe is an even more impor-
tant issue—that is, the benefits of mar-
riage to children.

It is easy for some people to step
back and say: The same-sex marriage
controversy doesn’t affect me. But the
facts, demonstrated by experiments in
other countries, show us otherwise.
The facts show us this issue affects ev-
eryone, but especially children. None of
us can pretend to ignore this issue, and
none of us can afford to be neutral on
this subject.

Scandinavia has treated same-sex
households as marriage for more than a
decade. This practice was instituted in
Denmark in 1989, in Norway in 1993,
and in Sweden in 1994. The direct reac-
tion was relatively small. Very few
people were actually interested in
being part of this new arrangement,
and to this day the number of partici-
pating individuals and households re-
mains low.

The greatest effect was not on those
who had sought the new institution
but, in fact, on society at large. Sad to
say, there has been an enormous rise in
family dissolution and out-of-wedlock
childbirths in these countries since
they embraced the institution of same-
sex marriage.

Today, about 15 years after Denmark
created this new institution, a major-
ity of children in Scandinavia are born
out of wedlock, including more than 50
percent of children in Norway and 55
percent of children in Sweden. In Den-
mark, a full 60 percent of first-born
children have unmarried parents. In
Scandinavia as a whole, traditional
marriage is now an institution entirely
socially separated from the idea of
childbearing or child-rearing. It is re-
garded as an incidental union, not an
important one.

Respected British demographer Kath-
leen Kiernan drew on the Scandinavian
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case to form a four-stage model by
which to gauge a country’s movements
towards Swedish levels of out-of-wed-
lock childbirth.

At stage one, the vast majority of
the population produces children with-
in marriage, such as in Italy. In the
second stage, cohabitation is tolerated
as a testing period before marriage and
is generally a childless phase such as
we currently have in America. In stage
three, cohabitation becomes increas-
ingly acceptable and parenting is no
longer automatically associated with
marriage. While Norway was once at
this stage, recent demographic and
legal changes have pushed it further
into stage four, along with Sweden and
Denmark. In this fourth stage, mar-
riage and cohabitation become prac-
tically indistinguishable, with many
children—even most children—born
and raised outside of traditional mar-
riage. According to Kiernan, once a
country has reached this stage, return
to an earlier phase is highly unlikely.

As you can see, the dilution of mar-
riage is passed on to children, to the
next generation, and the devaluation
continues. And in America, the results
could be even more significant than in
Scandinavia; after all, we are already
facing the problem of too many single-
parent households, particularly in
inner-city communities.

When the ideal of traditional mar-
riage is removed, when cohabitation
and marriage are equally regarded, and
when childbearing is no longer some-
thing that ought to ideally come with-
in the context of traditional marriage,
I fear the problem of single-parent
households will only worsen.

While many single parents do a very
good job day in and day out raising
children against long odds, no one con-
siders it the best arrangement for rais-
ing children—with good reason. Indeed,
we have a wealth of social science re-
search from hundreds of sources over
the course of decades which consist-
ently reflects both the positive rami-
fications for children of a stable tradi-
tional marriage, and the negative ef-
fects of family breakup.

Marriage provides the basis for the
family, which remains the strongest
and most important social unit. Count-
less statistics and research attest to
this fact. It is not ideal to raise chil-
dren outside of marriage. While every-
one is free to choose his or her own
path, no one wishes divorce on children
but, rather, a happy and stable home.

In America, we have made the deci-
sion that we ought to particularly en-
courage and support those who marry
and have children. This is not a par-
tisan issue. As one of the most distin-
guished Democratic Members of this
body, Senator Daniel Patrick Moy-
nihan, observed more than a decade
ago, we must stop ‘‘the breakup of fam-
ily inevitably’’ as best we can:

[TlThe principal social objective of the
American national government at every
level . . . should be to see that children are
born into intact families and that they re-
main So.
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We don’t raise our neighbor’s chil-
dren as our own, but we do help all the
children in our community every time
we affirm and reinforce marriage—
through our speech, through our ac-
tion, through our culture, and through
our wallets. It is a position reinforced
through our laws and our practices,
and I believe it is a good one. Govern-
ment cannot be neutral, should not be
neutral, nor should it pretend it is pos-
sible to be neutral when it comes to
children and families.

Most Americans take for granted
that traditional marriage as we know
it today will always exist. But that is
sadly proving to be a mistake. We see
in Scandinavia why that assumption is
a mistake.

Across this country today, renegade
judges and some local officials are at-
tempting to radically redefine this tra-
ditional institution. Lawsuits seeking
to dismantle traditional marriage have
already been filed in Federal court and
State courts in Massachusetts, New
York, Nebraska, Utah, Florida, Indi-
ana, Iowa, Georgia, West Virginia, Ari-
zona, Alaska, Hawaii, New Jersey, Con-
necticut, Oregon, Washington, Cali-
fornia, and Vermont, as well as my
home State of Texas. According to the
New York Times, we can expect law-
suits in 46 States by residents who have
traveled to San Francisco in recent
weeks to receive a marriage license,
then return and claim the validity of
that marriage under the laws of their
home State.

Louis Brandeis famously described
the States as ‘‘laboratories for democ-
racy.” But he was, of course, referring
to representative government in the
States and not to the courts. Given
how this litigation has spread, it ap-
pears that judicial activists bent on ex-
perimenting with the institution of
marriage will have every possible op-
portunity to do so.

The American people are not per-
suaded that this radical redefinition of
marriage is needed or that it is a good
thing. When given the opportunity in
the voting booth, they have always
supported traditional marriage clearly
and forthrightly.

While The New York Times recently
described the law on this subject in
California as ‘“‘murky,” the California
family code clearly defines traditional
marriage in an initiative enacted by
voters themselves 4 years ago by 61-
percent majority.

Rather than believing this discussion
is altogether a bad thing, I believe
there is a lot of good to be had out of
a national discussion on the issue and
importance of traditional marriage,
supporting family life as providing the
best hope for raising children. Those of
us on the side of traditional marriage,
though, must not flinch in the face of
those who would try to characterize
our efforts as some hateful or hurtful
position. Indeed, I believe advocates of
traditional marriage must not back
down. We must not allow those who
will try to paint our motivations as

CONGRESSIONAL RECORD — SENATE

discriminatory because, in fact, they
are not.

What we are seeking to preserve is
the fundamental bedrock of our soci-
ety, the wellspring of families, and an
institution that is in the best interest
of children. That is what we are for.
Those of us who have the honor of serv-
ing in this body and in government
have a duty to act to protect this posi-
tive social good and not ignore this
issue until it is too late.

Some activists believe traditional
marriage itself is about discrimination,
that all traditional marriage laws are
unconstitutional and must, therefore,
be abolished by the courts. Indeed, that
is what the court in Massachusetts
said. These activists found friends in
four justices in Massachusetts who
were legislating from the bench and
who contended that traditional mar-
riage is ‘‘rooted in persistent preju-
dices” and represents ‘‘invidious dis-
crimination.” Those are not my words.
Those are the words of the four justices
who struck down traditional marriage
laws in Massachusetts.

Indeed, these justices even claim that
traditional marriage is not in the best
interest of children. They accuse oth-
ers of wanting to write discrimination
into the Constitution. Yet they are the
ones writing the American people out
of our constitutional democracy.

In the face of similar arguments, Ha-
waiians and Alaskans a number of
years ago took preemptive action when
they were faced with State constitu-
tional challenges to their traditional
marriage laws. Citizens of Nebraska,
Nevada, and other States have also
taken preemptive action under their
State constitutions before suits were
even filed.

Interestingly, in the hearing we had
just a couple weeks ago, we heard from
Nebraska Attorney General Jon
Bruning, who said that while his state
has a Constitutional Defense of Mar-
riage Amendment, even that amend-
ment has now been challenged in Fed-
eral Court by the American Civil Lib-
erties Union, who claim that this state
constitutional provision itself violates
the Federal Constitution.

The threat to traditional marriage is
now a Federal threat, and a Federal
constitutional amendment is the only
way to preserve traditional marriage
laws nationwide before it is too late.

America needs stable marriages and
stable families. The institution of mar-
riage is just too important to leave to
chance.

Unless and until the American people
are persuaded otherwise, we have a
duty, as their representatives, to de-
fend the laws they passed and to not
let those who would take the law into
their own hands reshape society ac-
cording to their whim.

We can be confident in the fact a con-
stitutional amendment is the most rep-
resentative process we have in Amer-
ican law—requiring, as it does, two-
thirds of the Congress to pass a con-
stitutional resolution and three-quar-
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ters of the States to ratify it. It is the
most democratic form of lawmaking
we have in this country, bar none.

The burden of proof is on those who
seek to experiment with traditional
marriage, an institution that has sus-
tained society for countless genera-
tions. The experimenters must present
their case to us that the radical new
social unit they propose is good for the
community, good for families and,
most important of all, good for chil-
dren. Thus far, the lab for this experi-
ment has already been run in Scan-
dinavia, and it has produced nothing
but disastrous results.

With that, Mr. President, I yield the
floor and suggest the absence of a
quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. WYDEN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
SMITH). Without objection, it is so or-
dered.

——
SOARING GASOLINE PRICES

Mr. WYDEN. Mr. President, gasoline
prices are soaring to the highest levels
ever and once again the response of the
Federal Government is to do nothing. I
have come to the floor today because I
believe the gasoline consumer is about
to be hit by a perfect storm, a com-
bination of refinery cutbacks that
boost profits, the fact that oil is being
moved into the Strategic Petroleum
Reserve with no plan to protect the
consumer from resulting shortages,
and the prospect of even higher OPEC
prices when OPEC cuts production pos-
sibly in June, just at the start of the
high travel season. I want to discuss
this today because inaction in the face
of spiraling gas prices is the worst pos-
sible response Congress and the admin-
istration could have at this time.

Higher oil and gasoline prices act
like attacks on our consumers, causing
them to defer spending in order to pay
for gasoline. Right now, consumer
spending is the principal ingredient
driving our economy. If consumer
spending declines, economic recovery
is going to be delayed and there is the
chance of the economy sliding further
into a recession.

I know gasoline prices are already as
high as they have ever been, and the
perfect storm I see coming in the days
ahead is going to soak consumers for
even more money at the pump with the
prices already staggering.

According to the American Auto-
mobile Association, the national aver-
age price of gasoline is $1.72 per gallon.
That is just 2 cents short of the alltime
high set last August and, of course, it
is not even the peak driving season.
California prices are consistently way
over $2 per gallon. The prices in my
State are consistently in the ballpark
of $1.80. I will outline this afternoon
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why I believe it is likely to get even
worse.

One major oil company, Shell, has
announced it is deliberately shutting a
70,000-barrel-per-day refinery in Ba-
kersfield, CA. This refinery is critical
to the entire West Coast market. The
fact is, when Shell permanently con-
stricts gasoline supplies and drives up
prices along the West Coast, our area,
which already has staggeringly high
unemployment, is going to be hit very
hard.

BEarlier this month, at a Senate En-
ergy Committee hearing, I asked the
Administrator of the Energy Informa-
tion Administration whether the clos-
ing of Shell’s Bakersfield refinery
could boost West Coast prices even
higher. That day he agreed that could
be the result of that refinery shutting
down. Yet, in the face of these kinds of
problems, the response of the Federal
Government is simply to sit on the
sidelines.

Shell’s announcement of its decision
to close the Bakersfield refinery
claimed in a statement that there is
simply not enough crude supply to en-
sure the viability of the refinery in the
long term. Recent news articles have
reported that both Chevron/Texaco and
State of California officials estimate
that in that valley where the Bakers-
field refinery is located, there is a 20-
to 256-year supply of crude oil remain-
ing. In fact, Bakersfield, CA, reported
on January 8 of this year that Chevron/
Texaco plans on drilling more than
800,000 new wells in the valley, which is
300 more new wells than last year. The
fact that Texaco, Shell’s former part-
ner in the Bakersfield refinery, is in-
creasing drilling in the area calls into
question this claim by Shell that a
lack of available oil supply is the real
reason for closing the Bakersfield re-
finery.

Shell also claimed that its decision
was not made to drive up profits, but
the company admitted to the Wall
Street Journal that there will be an
impact on the market. Of course, the
impact is going to be to drive up prices
even higher. The question for the Sen-
ate, and why it is so important for us
to act now, is, How much are these
prices going to go up and when is the
Senate going to finally stand with
those who have to make these gasoline
purchases?

In 2001, I revealed internal oil com-
pany documents that showed major oil
companies pursued efforts to curtail re-
finery capacity as a strategy for sti-
fling competition and boosting their
profits. These documents raised signifi-
cant questions about whether Amer-
ican o0il companies are trying to pull
off a financial triple play: Boosting
profits by reducing refinery capacity,
tagging consumers with higher pump
prices, and then going out and arguing
for environmental rollbacks and addi-
tional financial incentives.

I say, and I want to use this to make
clear why I think it is important the
Senate should act, that I believe these
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practices I described in 2001 are still
ongoing today as gasoline prices rise
even higher and consumers suffer even
more. In memos detailed in a report I
issued then, oil companies articulated
a desire to reduce oil and gas supply.

One document from Texaco reads:

Significant events need to occur to assist
in reducing supplies and/or increasing the de-
mand for gasoline in order to increase prices
and grow profit margins. Oil company com-
petitors also discussed—

Discussed with each other, Mr. Presi-
dent—
mutual opportunities to control oil and gas
supply, thus keeping markets tight.

In one case, they were trying specifi-
cally to prevent the restart of a closed
refinery in southern California. One
company document revealed if the re-
finery in question, Powerine, was re-
started, the additional gasoline supply
on the market could bring down gas
prices and refinery prices by 2 cents to
3 cents per gallon and it called for a
“full court press’” to keep the refinery
down. The Powerine refinery’s capacity
was 20,000 barrels per day. The Bakers-
field company Shell wants to shut
down has a capacity of 70,000 barrels a
day. If oil companies in the mid-1990s
thought a much smaller shutdown
would raise the price of gas by 2 cents
to 3 cents, you can’t tell me the shut-
down of a refinery with 3% times the
capacity will not have an even larger
impact on prices at the pump.

What makes Shell’s decision to close
its Bakersfield refinery especially curi-
ous is it seems the company has done
virtually nothing proactively to find a
buyer. But, to date, in spite of my re-
quests and the requests of others, the
Federal Trade Commission has made
no effort to stop or even slow plans for
Shell’s refinery closure. The Federal
Trade Commission has been arguing
they can only prosecute if they find
out-and-out blatant collusion, setting
out a standard that is virtually impos-
sible to prove against these very savvy
oil interests. But in this case the Fed-
eral Trade Commission has the author-
ity to act because the Agency allowed
two megamergers to go through that
directly affect the refinery Shell now
plans to shut down. The Federal Trade
Commission had a chance to act when
it allowed Shell to acquire full owner-
ship of the Bakersfield refinery in 2001
from a Shell-Texaco partnership.

The Federal Trade Commission had
another chance to act when it allowed
Shell to acquire Pennzoil-Quaker State
in 2002. Then last November, when
Shell announced it was closing the Ba-
kersfield refinery, the Federal Trade
Commission had a third chance to act,
using its continuing authority to reex-
amine these earlier mergers.

I say it is time to get the Federal
Trade Commission off the sidelines and
onto the side of the consumer who is
getting shellacked at gasoline pumps
all across America. Today I am calling
on the Federal Trade Commission to
exercise its continuing authority over
these past mergers and to either block
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the shutdown of Shell’s Bakersfield re-
finery or to otherwise keep refineries
in that area viable. That set of deci-
sions will affect the entire west coast
gasoline market. At a time when our
economy is being hit so hard, it is ab-
solutely critical to the public interest.

The Energy Department ought to be
doing more to address the problem of
high gasoline prices, but at a minimum
the Energy Department should not be
making the problem worse. When Sec-
retary Abraham was asked recently
about the problem of rising gasoline
prices, he told reporters he was ex-
tremely concerned but did not specify
the Department would do anything.
One thing that could be done by the
Department that would help address
the problem is the Energy Department
could stop making the current supply
situation worse by taking oil from the
tight U.S. market to fill the Strategic
Petroleum Reserve without any protec-
tions for the consumer.

On February 12, as crude and gasoline
prices were spiking up, the Bush ad-
ministration awarded five new long-
term contracts to fill the Strategic Pe-
troleum Reserve. These new contracts
will run from April through the sum-
mer, the very time period where prices
typically shoot upward. If the Bush ad-
ministration were concerned about
high gasoline prices, the Energy De-
partment could have either delayed
awarding these long-term contracts or
arranged to defer the delivery of oil to
the Strategic Petroleum Reserve, as
was done last winter, to minimize the
impact on the market and on the con-
sumer. But now the administration is
taking oil off the market and moving it
into the Strategic Petroleum Reserve
with no concrete plan to protect con-
sumers from the higher prices this ac-
tion will cause.

Earlier this month, Guy Caruso of
the Energy Information Agency told
me OPEC would be making up the dif-
ference in supply for oil that is being
moved into America’s Strategic Petro-
leum Reserve. So you have a situation
where the administration, through the
Energy Information Agency, is telling
people to not really sweat these OPEC
decisions. But now OPEC is telling us
they are going to cut production by 1
million barrels a day. This morning we
hear they might hold off until June in-
stead of making cuts in April. But even
if they do that, the OPEC production
cuts would come at the beginning of
the summer travel season. So certainly
OPEC is engaged in some doubletalk.
For some time they have not Kkept
their promise to hold oil prices within
their own target price range. In fact,
some members of OPEC just want the
price range increased.

Some in OPEC say they are con-
cerned prices are too high. Yet this
cartel is taking oil off the market. Oth-
ers are saying they see a glut of oil on
the market, justifying the production
cut. These are mixed signals, but the
message for our consumers is clear:
OPEC is certainly going to do what is
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best for OPEC, not what is best for the
American consumer.

My bottom line is the Federal Gov-
ernment certainly is challenged, in
terms of stopping OPEC from cutting
production. But certainly the Federal
Government can take steps and take
steps immediately to make sure there
is competition in our gasoline markets
80 consumers are not getting ripped off
at the pump.

Today I am calling for Congress to
take action on a specific, concrete
package of procompetition initiatives
to help consumers at the Nation’s gas
pumps. First, Congress needs to direct
the Government regulators to act to
eliminate anticompetitive practices
that currently siphon competition out
of gasoline markets. Scores of commu-
nities, including those in my home
State, have few if any choices for the
consumer. Nationwide, the gasoline
markets in Oregon and in at least 27
other States are now considered to be
tight oligopolies, with 4 companies
controlling more than 60 percent of the
gas supply. In California, where Shell’s
Bakersfield refinery is located, 4 oil
companies control 70 percent of the
market. In these tightly concentrated
markets, numerous studies have found
0il company practices have driven
independent wholesalers and dealers
out of the market. One practice they
employ, called redlining, limits where
independent distributors can sell gas.
As a result, independent stations have
to buy their gas directly from the oil
company, usually at a higher price
than the company’s own brand-name
stations are paying. With these higher
costs the independent stations can’t
compete.

Last year I sponsored legislation, S.
1732, that would give the Federal Trade
Commission additional tools to pro-
mote competition in these areas that
are essentially small monopolies.
Under my bill, in these very highly
concentrated markets you would have
consumer watch zones. In these zones
there would be greater monitoring of
anticompetitive practices by the Fed-
eral Trade Commission. The Federal
Trade Commission would also be em-
powered to issue cease-and-desist or-
ders to prevent the companies from
gouging the consumer, and Congress
would stipulate certain anticompeti-
tive practices like redlining and zone
pricing are, per se, anticompetitive and
o0il companies engaging in these anti-
competitive practices that manipulate
supply or limit competition would have
the burden of proof to show these anti-
competitive practices are not harming
consumers.

There is a vehicle right now. Right
today there is a vehicle, S. 1737, Con-
gress could use to address the problem
of skyrocketing gasoline prices, be-
cause the companies admit the market
is not going to solve the problem on its
own.

Last August, a report by the RAND
Corporation revealed even oil industry
officials are predicting more price vola-
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tility in the future. This means con-
sumers can expect more frequent and
larger price spikes in the next few
years.

Last November, the Energy Informa-
tion Agency also issued a report on the
causes of last summer’s record high gas
prices. The Energy Information Agency
found, ‘‘There is continuing vulner-
ability to future gasoline price hikes.”
The industry and the Bush administra-
tion both agree gasoline price spikes
are going to be a continuing and sig-
nificant problem. But neither, as of
today, is willing to step in and work
with the Congress on a bipartisan basis
to do anything about the problem. I am
here to say the Congress needs to act
now. This is legislation to act now be-
fore gasoline shoots up to $3 per gallon,
as some o0il industry analysts are pre-
dicting.

The reasons Congress ought to act
are twofold. Aside from the obvious
cost to the consumer at the pump,
there are hidden costs to the price ma-
nipulation. There is a huge economic
impact that will only worsen as prices
rise. When gasoline costs more, the
costs for our businesses in the trans-
portation area go up. Our businesses
see their profits go down. So we have
one of two things—either the prices of
the goods they sell to consumers have
to go up or the number of people they
employ is going to plummet. Higher
gasoline prices either means bigger
costs for consumer goods or fewer jobs
in our economy. And certainly in our
home State, we cannot afford to see
that. This isn’t high economic theory.
This is basic math.

Just this month, the New York
Times quoted a truck driver from Wis-
consin saying eventually the added
cost of transporting household goods
and snacks and other items will once
again come back and clobber the con-
sumer. You have a double whammy.
Consumers get socked at the pump in
person, and then get hit again with
higher prices for the goods they buy.
That is not acceptable to me, and I
don’t believe it is acceptable to the
American people.

The challenge now is for the Congress
to stand up to the status quo in the oil
industry. I understand—and certainly
nobody would minimize this—this will
be a hard row to hoe in terms of taking
on these very powerful interests.

When I first introduced legislation
that now can be used to protect the
consumer from gasoline prices going up
to $3 per gallon, various oil interests
and Bush administration officials
voiced great consternation and argued
vociferously that the legislation I be-
lieved will protect the consumer was
unacceptable to the oil industry and
the administration.

I still believe the proposals which I
have put forward in legislation and on
which the Congress could move now
would protect competition and free
markets. My legislation doesn’t in-
volve big expenditures from Govern-
ment. It doesn’t involve setting up new
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agencies. It involves bringing some
competition and free market forces
back to this country and to the gaso-
line business—particularly in those
States where we have these quasi-mo-
nopolies.

But for those who disagree with my
legislation, S. 1737, which I believe
would protect the consumer who is get-
ting clobbered at the gasoline pumps, I
issue a challenge. If they think they
have a better approach than my legis-
lation for bringing competition and
free market forces back to the gasoline
market, they have an obligation to
come forward at a time when our con-
sumers are being hit so hard at the
pump. Unless people who are opposing
my legislation are prepared to say the
record high gasoline prices aren’t a
problem, they have an obligation to
come forward with their proposals to
promote competition. Put an alter-
native on the table and stand up for
the consumer.

I also think Congress needs to ad-
dress the growing gap between con-
sumer demand for gas and what the oil
companies can produce. When supplies
are tight and there is no spare gasoline
in inventories, consumers are espe-
cially vulnerable to supply shortages
and price spikes. That frequently
causes severe price spikes when refin-
eries shut down unexpectedly or a pipe-
line breaks, as happened last summer.
Congress should ensure consumers are
not left stalled by the side of the road
or being pounded at the pump by tak-
ing steps to keep supplies available in
an emergency. One option would be to
require major oil companies to main-
tain minimum inventories to address
unexpected supply crunches.

Alternatively, the Federal Govern-
ment can create a strategic gasoline
reserve to provide supplies during re-
finery or pipeline shutdowns. This pro-
posal would build on the strategic re-
serves that already exist for petroleum
and heating oil supplies.

It seems to me what it all comes
down to is the American people deserve
better, and they deserve better than
the Federal Government being AWOL
when our consumers are facing sky-
rocketing gasoline prices across the
country. With a new energy bill ex-
pected to come before the Senate in the
next several weeks, this is an oppor-
tunity to put the Government on the
side of the American consumer when
they are filling their tanks at the
pumps across the land.

I conclude by again commenting on
the role of the Federal Trade Commis-
sion. This is the agency that is charged
by Congress with promoting competi-
tion and free markets. Again and again
in the energy field they have either sat
on the sidelines or simply looked the
other way in the face of increasing con-
centration in this critical sector of our
economy. With gasoline prices already
soaring at the highest level at this par-
ticular time, it seems to me it is abso-
lutely critical for the Federal Trade
Commission to reverse its present
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course, get on the side of the consumer,
and promote marketplace forces and
competition in the gasoline business.

I intend to use my seat on the Senate
Commerce Committee at every possible
opportunity to force the Federal Trade
Commission to do the job it has been
charged by the Congress to do. It ought
to start with looking seriously into the
shutdown in Bakersfield, which is
going to, in my view, have calamitous
consequences for the entire west coast
gasoline market. But it also should in-
clude a broader look at the implication
of concentration in the gasoline busi-
ness.

I am hopeful that ultimately the
Federal Trade Commission will support
my legislation, S. 1737, which would
promote more competition in the gaso-
line business. And if they disagree with
it, the head of that agency, Mr. Tim-
othy Muris, ought to propose his own
alternative.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

Mr. KENNEDY. Mr. President, before
I make comments on a different sub-
ject matter, I commend my friend and
colleague for addressing the issue of
energy—energy production and energy
costs—while he is still on the floor. We
have probably close to 200,000 American
troops in the gulf area to protect and
preserve the countries in those regions.
It seems to me it would not be asking
too much of our President to jawbone
those leaders to increase production.
We can see what an increase of produc-
tion of 1 million barrels per day and 2
million barrels a day would mean. It
would have a dramatic impact and ef-
fect on consumers in this country. It is
difficult for me to understand why we
should not expect that kind of leader-
ship from the President of the United
States when every day we learn young
Americans are losing their lives in that
region, and tens of thousands of troops
have been serving over in that region
for years in order to protect the secu-
rity of those nations.

Now we come to an issue of enormous
need in our country—an important
part of that because of our responsibil-
ities in meeting the defense needs and
security needs for our forces overseas.
We have silence by the administration
when they are asked why they aren’t
jawboning these countries in the Mid-
dle BEast.

I don’t know whether the Senator
could make some comment on that,
just briefly. I listened with great inter-
est to his other comments. I hope the
Senate as a whole will take him to
heart.

Mr. WYDEN. Mr. President, I very
much appreciate the distinguished Sen-
ator from Massachusetts coming to the
floor because he has done so much to
help the consumer in this area. My
concern—and I would be interested in
the Senator’s reaction—is I think the
consumer is about to get hit by a per-
fect storm with the combination of
failure to push OPEC, as the Senator
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has said, to try to help on the produc-
tion issue, plus the refinery cutbacks
that apparently are primarily to boost
profits, plus filling the strategic petro-
leum reserve. With these factors com-
ing together, it seems to me a perfect
storm is going to push the consumers’
gasoline price at the pump to $3 a gal-
lon.

I would be interested in the Senator’s
reaction, and I am anxious to work
with him in this effort to push the ad-
ministration to go after OPEC.

Mr. KENNEDY. The Senator is
sounding the alarm. I think his pre-
dictions are self-evident. Thankfully,
he is providing the leadership before
the full impact of these different
events, the confluence of these dif-
ferent events taking place. Clearly,
they will take place over the course of
late spring or early summer.

I commend the Senator for bringing
this to our attention. It is an enormous
service, not only to the people of his
State but the people of my State and
the people all over this country. As we
are coming into the late spring and
summer, constituents will be won-
dering where we have been as rep-
resentatives in dealing with this issue.
The Senator from Oregon has outlined
a very critical problem and made
splendid recommendations. I look for-
ward to working with the Senator to
achieve these recommendations.

———

JOBS ACT

Mr. KENNEDY. Mr. President, I wel-
come the chance to address the Senate
briefly this afternoon on the under-
lying legislation. We are in morning
business now, and we will lay down the
bill shortly. I am informed my friend
and colleague from Iowa intends to
offer an amendment to address the pro-
posal being developed, that has been
developed, and continues to be devel-
oped by the administration to restrict
overtime pay for some 8 million Ameri-
cans.

I ask unanimous consent to be able
to proceed beyond the 10 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. KENNEDY. Mr. President, before
the Senate is the legislation called
Jumpstart Our Business Strength Act,
or the JOBS Act. The proposal of the
Senator from Iowa is entirely appro-
priate to address this issue. He will be
addressing key aspects of employment
in this country; that is, the question of
adequate pay for those working long
hours in this country, and the proposal
of the administration to cut back on
their pay by eliminating the overtime
for some 8 million workers.

For those who have been traveling
not only in their own States but
around the country—as I and other
Members have—we know we are facing
a serious challenge in creating good
jobs with good benefits in the United
States. This is affecting the quality of
life of millions of American families.

The fact is, the Senate has refused to
increase the minimum wage for a pe-
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riod of 7 years. We have 7 million
Americans, our fellow citizens, hard-
working Americans, men and women
who take a sense of pride even in work-
ing at minimum-wage jobs. They are
the men and women who clean the
buildings where American commerce
takes place. They work in our nursing
homes to take care of our elderly peo-
ple. They work as teachers’ aides in
many of our schools. These are men
and women of dignity. They have
worked long and hard over the period
of the last 7 years, and we have failed
to provide an increase in the minimum
wage because our Republican leader-
ship and this administration refuse to
support an increase in the minimum
wage. That is fact No. 1.

Fact No. 2. Even though we have seen
the total loss of some 3 million private
sector jobs and now an overall loss of
about 2.2 million jobs, this administra-
tion refuses to extend the unemploy-
ment compensation. The unemploy-
ment compensation fund is $15 billion
in surplus. It was paid by people who
have worked hard for this very eventu-
ality that we are now facing—this
heavy, prolonged unemployment.
Those who have extended unemploy-
ment, who have worked hard, should be
entitled to unemployment compensa-
tion. It is in surplus.

The proposal of the Senator from
Washington, Ms. CANTWELL, will cost
$5.6 billion to extend unemployment
compensation for 13 weeks. There are
90,000 Americans a week losing their
unemployment compensation. How do
these families pay for their mortgage,
put food on the table? How do they feed
their children? How do they look for-
ward to the future with any kind of
sense of hope?

Where are we in responding to them
in their crisis of need? Our Republican
colleagues, the Republican administra-
tion, refuses to extend unemployment
compensation.

If that is not bad enough, what is the
administration proposing to do now?
They are proposing to eliminate over-
time pay for some 8 million of our fel-
low Americans who otherwise are re-
ceiving overtime.

Who is receiving overtime? Police of-
ficers, nurses, firefighters. Do those
three categories have a ring to Mem-
bers in the Senate and across this
country? Who is in those categories?
Whom do they represent? They rep-
resent homeland security.

On the one hand, we hear a good
many statements in the Senate about
trying to deal with the problems of
homeland security. On the other hand,
the administration is out to take away
overtime for those individuals who are
the backbone of homeland security.

These are the categories: Police offi-
cers, nursing, firefighters. The list also
includes primarily women workers in
our society. The overtime pay affects
all workers but it particularly affects
women.

What has been the state of our econ-
omy now in terms of new workers?
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Some say: Senator, you do not under-
stand. Workers are doing well in the
country at this time.

I don’t believe it. Those who say this
do not understand it. They may be
reading the clippings of Wall Street,
but they do not understand Main
Street. If they have been reading the
clippings of Main Street over the past
week or so, they see there has not been
great news.

The new jobs being created in the
United States do not pay as much as
jobs lost. This chart indicates the aver-
age wage in 2001 was $44,570 a year.
Jobs gained do not pay as much as jobs
lost. The average wage today from the
jobs gained, according to the Bureau of
Labor Statistics, is $35,410. That is a 21-
percent reduction for the new jobs
being created; a 21-percent reduction in
pay over the jobs they have replaced.

At the same time, this administra-
tion is trying to eliminate overtime
even for this group. What in the world
is the reason for this?

Against this backdrop, we look at the
chart demonstrating that Americans
work more hours than workers in other
industrialized nations of the world.
This red bar represents the United
States. The other countries on this
chart include Denmark, France, Ire-
land, Netherlands, UK, Italy, and Ger-
many. In the United States, far more
than any other country, workers are
working harder, working longer, trying
to make ends meet. What do we do? We
in the Senate refuse to increase the
minimum wage. If these workers lose
their jobs, there is no federal unem-
ployment compensation. Even though
they are working longer and harder, we
will take away their overtime.

This administration is attempting to
take away overtime protection. This
chart demonstrates what happens to
workers with overtime protection and
those without overtime protection.
Those without overtime protection are
twice as likely to be required by their
bosses to work overtime hours as those
with overtime protection. We know
what this is all about—requiring work-
ers to work longer, harder, for less pay
over a period of time. Overtime has
been in the law since the 1930s. Now we
have this administration trying to
take away from the workers? For those
who do not have overtime protection,
they are twice as likely to work more
than 40 hours a week. And those with-
out overtime protections are three
times as likely to work more than 50
hours a week. Take away the overtime
protections and we are going to see the
exploitation of working families in the
middle class in this country greater
than ever. That is basically greed. It is
wrong.

The amendment of the Senator from
Iowa is focused on making sure we con-
tinue to pay the overtime.

I make two final points. First of all,
in the proposal by the administration
to eliminate overtime, they are look-
ing not only at the categories I just il-
lustrated, but they are also saying if
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you have served in the Armed Forces
and have received that training, that
when you get out of the Armed Forces
you are not going to be eligible for
overtime. For the first time in the his-
tory of this country, they are saying,
military training—training that you
receive in the military—is going to ex-
clude you from coverage for overtime.
Tell that to the servicemen who are
over in Iraq. Tell it to the National
Guard, who are making up 40 percent of
those under combat arms. When you
get some training in order to protect
members of your particular unit, and
then you come back and are out there
in the civilian market, you are told by
your boss: You got training in the mili-
tary. You are not eligible for overtime.
I see my friend in the Chamber. I will
take a few more minutes because I
know he wants to address the Senate.
This is a letter to Secretary Chao from
Thomas Corey, the National President
of the Vietnam Veterans of America:
. . . [Wle would like to make you aware that
the proposed modification to the rules would
give employers the ability to prohibit vet-
erans from receiving overtime pay based on
the training they received in the military.
This legitimizes the already extensive prob-
lems of ‘“‘vetism’” or discrimination against
veterans.

There you are. What in the world is
this administration thinking?

I will read a letter, and then I will
conclude. I think it illustrates very
powerfully what the debate is about
and the strong reasons we all ought to
be behind the Harkin amendment:

My name is Randy Fleming. I live in
Haysville, Kansas—outside Wichita—and I
work as an Engineering Technician in
Boeing’s Metrology Lab.

I'm also proud to say that I'm a military
veteran. I served in the U.S. Air Force from
August 1973 until February 1979.

I've worked for Boeing for 23 years. During
that time I've been able to build a good, solid
life for my family and I've raised a son who
now has a good career and children of his
own. There are two things that helped make
that possible.

First, the training I received in the Air
Force made me qualified for a good civilian
job. That was one of the main attractions
when I enlisted as a young man back in
Iowa. I think it’s still one of the main rea-
sons young people today decide to enlist.
Military training opens up better job oppor-
tunities—and if you don’t believe me, just
look at the recruiting ads on TV.

The second thing is overtime pay. That’s
how I was able to give my son the college
education that has opened doors for him.
Some years, when the company was busy and
I had those college bills to pay, overtime pay
was probably 10% or more of my income. My
daughter is next. Danielle is only 8, but we’ll
be counting on my overtime to help her get
her college degree, too, when that time
comes. For my family, overtime pay has
made all the difference.

That’s where I'm coming from. Why did I
come to Washington? I came to talk about
an issue that is very important back home
and to me personally as a working man, a
family man, and a veteran. That issue is
overtime rights.

The changes that this administration is
trying to make in the overtime regulations
would break the government’s bargain with
the men and women in the military and
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would close down opportunities that working
vets and their families thought they could
count on.

When I signed up back in 1973, the Air
Force and I made a deal that I thought was
fair. They got a chunk of my time and I got
training to help me build the rest of my life.
There was no part of that deal that said I
would have to give up my right to overtime
pay. You've heard of the marriage penalty?
Well I think that what these new rules do is
to create a military penalty. If you got your
training in the military, no matter what
your white collar profession is, your em-
ployer can make you work as many hours as
they want and not pay you a dime extra.

If that’s not a bait and switch, I don’t
know what is.

And I don’t have any doubt that employers
will take advantage of this new opportunity
to cut our overtime pay. They’ll tell us they
have to in order to compete. They’ll say if
they can’t take our overtime pay, they’ll
have to eliminate our jobs.

It won’t be just the bad employers, either—
because these rules will make it very hard
for companies to do the right thing. If they
can get as many overtime hours as they
want for free instead of paying us time-and-
a-half, they’ll say they owe it to the stock-
holders. And the veterans and other working
people will be stuck with less time, less
money, and a broken deal.

I'm luckier than some other veterans be-
cause I have a union contract that will pro-
tect my rights for a while anyway. But we
know the pressure will be on, because my
employer is one that pushed for these new
rules and they’ve been trying hard to get rid
of our union.

And for all those who want to let these
military penalty rules go through, I have a
deal I'd like to propose. If you think it’s
okay for the government to renege on its
deals, I think it should be your job to tell
our military men and women in Iraq that
when they come home, their service to their
country will be used as a way to cut their
overtime pay.

That is from Randy Fleming. It could
not be said any clearer. That is the
issue. ToM HARKIN and I will offer the
amendment. I hope the Senate will at
least permit us a chance to vote on
that amendment in the next day or
two.

I thank the Senator for his patience
and for his indulgence.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

———

ECONOMIC POLICY

Mr. HAGEL. Mr. President, for those
estimated 2.3 million Americans who
have lost their jobs over the past 3
years, and for those worried about
keeping their jobs, economic policy is
not about abstract discussions or theo-
retical debates. It is about finding and
keeping steady work at a decent wage.
It is about affordable health care, buy-
ing a home, and sending their children
to college.

We live in a time of dramatic histor-
ical change, a transformational period.
The byproducts of such change are un-
certainty, complications, instability,
and danger, as well as vast opportuni-
ties.

America today, as at the end of
World War II, is in a position to lead
and shape the direction of this 21st cen-
tury change.
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America’s economic security and
prosperity cannot be separated from
our leadership of the global economy.
During periods of uncertainty and
change, some Americans seek refuge in
an insular political tradition that, in
the past, has contributed to isola-
tionism at home and instability
abroad.

After World War I, America pursued
an isolationist foreign and trade policy
that resulted in a weakened inter-
national order that led to World War
II.

In contrast, after World War II,
America’s leaders laid the foundation
for the World Trade Organization and a
new global political and economic
order. As a result, America and much
of the world have enjoyed historic
peace and prosperity for more than 50
years.

The recent job losses in the United
States must be analyzed and under-
stood in the context of historic in-
creases in American worker produc-
tivity, a global decline in manufac-
turing employment, and the changes
occurring in the global economy.

Michael Porter, in his classic work,
“The Comparative Advantage of Na-
tions,”” wrote that:

A nation’s standard of living in the long
term depends on its ability to attain a high
and rising level of productivity in the indus-
tries in which its firms compete.

Between 1997 and 2002, U.S. manufac-
turing productivity grew by 109 per-
cent. This remarkable increase in pro-
ductivity has cost jobs in the manufac-
turing sector. Advances in technology
lead to increases in productivity which
requires fewer workers.

Former Secretary of Labor Robert
Reich recently wrote that despite these
trends in the manufacturing sector
‘“‘this doesn’t mean that we are left
with fewer jobs.”” As a matter of fact,
the trend, over time, is just the oppo-
site. Advances in technology and gains
in productivity mean more jobs in
high-growth, high-tech, high-paying
sectors.

Robert Samuelson makes the case
well when he said:

Manufacturing employment peaked in mid-
1979 at 19.5 million; now it’s 14.5 million. But
over that period, total U.S. employment
grew about 40 million, and manufacturing
output rose more than 80%. American com-
panies became more productive and shifted
to more valuable products.

The decline in employment in the
manufacturing sector is a global phe-
nomenon. The same technologies that
have enhanced productivity in Amer-
ica’s manufacturing sector are em-
ployed in the manufacturing sectors of
other countries. For example, while the
United States lost 22 million factory
jobs between 1995 and 2002—an 11-per-
cent decline—Japan lost 16 percent;
Brazil, 20 percent; and China, 15 per-
cent.

The trend we see in manufacturing is
the same trend we had seen over the
past century in agriculture. One hun-
dred years ago, 35 percent of Americans
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worked on a farm or in the agricultural
industry. Today, because of dramatic
increases in productivity due to im-

proving agricultural technologies,
science, and research, that number is 3
percent.

The globalization of technology and
productivity has contributed to an-
other related issue. Many politicians
and the media have recently focused on
the impact on U.S. employment of U.S.
companies outsourcing manufacturing
and service jobs overseas. Since March
2001, it is estimated that more than 1
million jobs in the manufacturing and
service sectors have been outsourced.
The U.S. economy currently has 139
million jobs and showed an increase of
97,000 jobs in January and 21,000 jobs
last month.

But outsourcing is not a zero sum
loss for America. There are benefits for
the United States. Outsourcing of some
manufacturing operations has resulted
in lower cost goods for U.S. businesses
and consumers. The globalization of
the information technology sector has
resulted in a reduction of 10 to 30 per-
cent in the price of computers and IT-
related products. These reduced costs
have contributed to increases of 2.5 to
2.8 percent in productivity growth in
the United States and added at least
$230 billion to the U.S. gross domestic
product.

Outsourcing cannot be understood as
simply the number of jobs shipped
overseas. It is more complicated. As
American companies outsource jobs,
there are also potential benefits to
American businesses and workers.
Companies can save in profit through
the reduced costs gained by outsourc-
ing some jobs. With expansion and ad-
ditional revenues, more U.S. goods,
services, and equipment are purchased
to support those outsourced industries.
This also contributes to innovation,
growth, and, over time, better and
more jobs for America’s most competi-
tive industries and technologies.

Economic growth from outsourcing is
not a zero sum gain or loss. Both sides
gain. Economic growth in other na-
tions creates markets, markets capable
of purchasing more and more American
goods and services.

For example, Tom Friedman in a re-
cent New York Times op-ed wrote
about his visit to the 24/7 customer call
center in Bangalore, India. There he
observed that the computers were
Compaq; the software, Microsoft; the
air-conditioning, Carrier; and the
drinking water distributor, Coca-Cola.
And 90 percent of the company’s shares
were owned by U.S. investors.

As attention is focused on the nega-
tive implications of outsourcing to
India, often overlooked are the advan-
tages to America’s economy. American
exports to India have grown from $2.5
billion in 1990 to $4.1 billion in 2002.

The larger picture is instructive be-
cause it guides our policy choices.
Meeting the demands of a global econ-
omy requires maintaining America’s
leadership in free trade, expanding pro-
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grams to retrain those workers who
lose their jobs, and educating the next
generation of Americans about what it
will take to compete in a more com-
petitive global economy.

As Federal Reserve Board Chairman
Alan Greenspan recently remarked to
the Greater Omaha Chamber of Com-
merce:

The loss of jobs over the past three years is
attributable largely to rapid declines in the
demand for industrial goods and to outsized
gains in productivity that have caused effec-
tive supply to outstrip demand. Protec-
tionism will do little to create jobs; and if
foreigners retaliate, we will surely lose more
jobs. We need instead to discover the means
to enhance the skills of our workforce to fur-
ther open markets here and abroad to allow
our workers to compete effectively in the
global marketplace.

The expansion of free and fair trade
will continue to be the most assured
path for prosperity and job creation.
Trade does not cost American jobs.
Free trade has been an engine of eco-
nomic growth, innovation, wealth, and
job creation for the United States since
World War II.

The value of American exports grew
substantially between 1994 and 2003,
from $703 billion to more than $1 tril-
lion. More than 18 million new jobs
were added to the economy because of
trade. U.S. exports during the 1990s ac-
counted for 25 percent of the growth in
America’s economy. Exports today sup-
port more than 12 million directly re-
lated jobs that pay as much as 18 per-
cent more than the average national
wage.

In 2003, U.S. exports of advanced
technology totaled $180 billion. Mean-
while, in America’s high tech elec-
tronics sector, exports exceeded $100
billion annually between 1997 and 2003,
showing that America continues to
maintain its leadership in cutting edge
technologies, a source of more and bet-
ter paying jobs for Americans in the
United States.

American consumers and businesses
also gain from trade through lower
priced imports. Lower import prices
mean increased purchasing power for
consumers. As U.S. Trade Representa-
tive Robert Zoellick noted last year in
testimony before the Senate Com-
mittee on Finance:

By lowering prices through imports and in-
creasing incomes through trade, America’s
newest trade agreements will build on the
success of the North American Free Trade
Agreement and the Uruguay Round, which
together already provide the average Amer-
ican family of four with benefits amounting
to $1,300 to $2,000 each and every year.

If consumers have more money,
American businesses Dbenefit from
greater consumer demand, consumer
demand for their businesses, their
products, and their services. Businesses
and entrepreneurs, therefore, have
more resources to invest and spend and
expand on plants, creating more jobs in
the United States. Expanding free
trade and fair trade also encourages
foreign companies to invest and set up
operations in the United States. For-
eign-owned firms currently provide 6.4
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million jobs throughout the United
States.

The North American Free Trade
Agreement is testimony to the impact
of expanded free trade for American
jobs, growth, and prosperity. Since
NAFTA’s implementation, total trade
among the United States, Mexico, and
Canada has more than doubled from
$306 billion in 1993 to $621 billion last
year. That is $1.7 billion in trade every
day between our trading partners to
the north and south.

U.S. exports to Canada and Mexico
have grown from $142 billion to $263 bil-
lion over these 10 years. U.S. exports to
Mexico of cars and trucks totaled
about $3.3 billion in 2003. That is an in-
crease from exports of approximately
$165 million in 1993.

My State of Nebraska has directly
benefited from increased trade and spe-
cifically from NAFTA. Nebraska’s
worldwide exports in 2003 were in ex-
cess of $2.7 billion. Mexico and Canada
are Nebraska’s largest export markets.
Nebraska’s exports to Mexico and Can-
ada in 2003 were valued at over $1.2 bil-
lion. From 1999 to 2003, Nebraska’s
trade with Mexico increased by 87 per-
cent and trade with Canada by 28 per-
cent.

Americans know that changes in the
global economy lead to dislocations in
domestic workforces. Dislocations are
painful. They are difficult. No one
wants to lose a job. Americans need re-
training programs and education pro-
grams that address these global eco-
nomic adjustments.

Former Secretary of Treasury Robert

Rubin has written in his recent book
“In An Uncertain World”’
. . . trade must be accompanied by effective
programs to help dislocated workers find
new places in our economy. This is not only
fair, but will contribute both to productivity
and to political acceptance of trade liberal-
ization.

Many Americans who lose their jobs,
especially jobs in the manufacturing
sector, require assistance and retrain-
ing to find new work. In 2002, Congress
spent $12 billion on 44 Federal pro-
grams, which helped 30 million Ameri-
cans with job search assistance, em-
ployment counseling, and vocational
training.

These Federal programs include
those authorized through the Trade
Adjustment Assistance Act, the Work-
force Investment Act, National Emer-
gency Grants, and State-run worker
training programs.

These programs have helped and are
helping displaced workers all over the
country. In fiscal year 2004, approxi-
mately $1.3 billion will be spent on
these benefits and programs of the
TAA program alone.

TAA programs have provided job
training, as much as 130 weeks of un-
employment compensation, monetary
allowances for job searches and job re-
location, tax credits for health insur-
ance, and wage insurance.

The greater longer view challenge for
America is to ensure our students have
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prepared for the competitive global
economy of the 21st century. America’s
universities are the best in the world.

The global demand for what Sec-
retary Reich has called the ‘‘symbolic
analytic” sector  professionals—re-
search and development, design engi-
neering, law, finance, medicine, and
other fields—should and must remain
high. It is in America’s interest to
maintain our leadership in these areas.
As Secretary Reich puts it:

America’s long-term problem isn’t too few
jobs. It’s the widening gap between personal-
service workers and symbolic analysts.

The long-term solution is to help spur up-
ward mobility for all workers by getting
more Americans a good education, including
access to college.

The trends in this area should be
monitored carefully. For example, in
2002, 58 percent of all degrees awarded
in China were in engineering and phys-
ical sciences. In the United States,
only 17 percent of degrees awarded
were in these fields. America’s security
and vitality depend on policies that are
based on the strengths of America, not
its insecurities. Adjusting to the global
economy requires immigration policies
that consider those seeking to live and
work in the United States as assets and
not burdens on our national economy.
Daniel Henninger recently wrote in the
Wall Street Journal:

The global migration of human labor, on
which there is little organized data, is per-
haps the most powerful force on the globe
today.

Many politicians and commentators
have portrayed immigration as a
threat to American workers. But immi-
gration is a vital part of America’s
strength. Throughout our history, im-
migration has played an important role
in our economy. Free trade also di-
rectly affects American interests in
promoting stability, security, and de-
mocracy in other nations. By pursuing
free and fair trade, and by encouraging
business and investment practices that
contribute to more open societies at
home and abroad, we are establishing
partnerships with developed and devel-
oping nations that help make a more
peaceful and prosperous world. That is
in the interest of all nations, of all peo-
ple, and certainly of America.

Countries that trade with each other
are less likely to go to war with each
other. We are all shareholders in this
enterprise. We all have a stake in its
success. American leadership in free
trade will over time reduce America’s
security commitments abroad, allow-
ing a reduction in American peace-
keeping, nation building, and force pro-
tection, thus saving American lives
and dollars.

The tough economic choices ahead
will require leadership, vision, and
courage. American leadership in the
global economy will depend on con-
fidence at home and abroad. Investor
confidence is a catalyst for job cre-
ation. Excessive Federal deficits and a
looming crisis in American entitle-
ment programs can and surely will un-
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dermine our fiscal credibility and our
economic leadership.

The Federal deficit for fiscal year
2004 is now projected to be a half tril-
lion dollars. In 2035, 75 million Ameri-
cans will be over 65 and entitled to So-
cial Security and Medicare. That is
double the number of Americans eligi-
ble today. Where will the money come
from? It will come from economic
growth, which will be driven by world
affairs and trade, and American inter-
national leadership. To lead in the 21st
century, America must combine fis-
cally responsible policies with a com-
mitment to trade. Our economic poli-
cies will influence and affect the shape
of America’s domestic policies and pro-
grams, as well as political reform and
change throughout the world.

Now is not the time to retreat from
our commitment to free trade, market
economies, and democratic reforms.
Since World War II, America has been
the primary architect and leader of a
global economic order that has pro-
vided the structure for unprecedented
growth and opportunity both at home
and abroad. Our economic policies, like
our domestic and foreign policies, are
about the limitless potential of all
human beings. Trade is not a guar-
antee; it is an opportunity—an oppor-
tunity to compete and make a better
world for all people.

Mr. President, I yield the floor and I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant journal clerk proceeded
to call the roll.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

———

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Morning
business is now closed.

———

JUMPSTART OUR BUSINESS
STRENGTH (JOBS) ACT—Resumed

The PRESIDING OFFICER. The
clerk will report the pending business.

The assistant journal clerk read as
follows:

A bill (S. 1637) to amend the Internal Rev-
enue Code of 1986 to comply with the World
Trade Organization rulings on the FSC/ETI
benefit in a manner that preserves jobs and
production activities in the United States, to
reform and simplify the international tax-
ation rules of the United States, and for
other purposes.

Pending:

Bunning amendment No. 2686, to accelerate
the phase-in of the deduction relating to in-
come attributable to domestic production
activities.

Grassley (for Bayh) amendment No. 2687
(to amendment No. 2686), to provide for the
extension of certain expiring provisions.

The PRESIDING OFFICER. The Sen-
ator from Montana.
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Mr. BAUCUS. Mr. President, this
afternoon we resume consideration of
the JOBS bill. The chairman of the
committee, Senator GRASSLEY, is on
his way over. I thought I would proceed
to make sure we do not have any dead
time.

While the Senate went off this bill
and considered the budget just a week
ago, the Bureau of Labor Statistics re-
leased new job figures for February.
Those data show 8.2 million people are
still unemployed. That is more than 2
million more than at the beginning of
the recession in March 2001. Job growth
remains too slow.

As this chart shows, we have lost
more than 3 million private sector jobs
since December 2000, and job creation
has not turned around.

This next chart shows jobs lost—2.2
million jobs lost; overall total employ-
ment, 3 million jobs lost from January
2001 to February 2004; 3 million lost in
the private sector during that same pe-
riod. It was almost 3 million, 2.8 mil-
lion lost in the manufacturing sector.

The economy created just 20,000 new
jobs in February. The private sector
created no new jobs last month. All the
net new jobs came from the Govern-
ment. Let me repeat that. There were
no new private sector jobs created last
month. Yet there were 20,000 new jobs
overall, and all those jobs were Govern-
ment jobs. That is not something I
think we want to do.

This next chart shows manufacturing
jobs. It is very interesting to see that
in the years 1950, 1960, 1970, all the way
up to the year 2000, this dotted line
shows that today, 2004, we have the
fewest jobs in America in half a cen-
tury. That is the fewest jobs in half a
century. Stated another way, the num-
ber of jobs we have now is as low as it
was a half century ago.

Manufacturing jobs declined for the
43rd straight month. Mr. President,
3,000 manufacturing jobs disappeared in
February. Manufacturing employment
is at its lowest point in more than a
half century, since March of 1950.
Again, that is what this chart shows.
The job level now is as low as it was a
half century ago.

Part of the story is that the Amer-
ican manufacturing worker has become
more productive. The average manu-
facturing worker has turned out more
product than before. But it goes deeper
than that. Manufacturing production—
that is the output of manufacturing
jobs—remains below the levels of the
beginning of 2001.

There is reason for continued concern
about the future. A week ago, Goldman
Sachs reviewed the latest manufac-
turing data and concluded:

[W]e interpret Monday’s decline in the New
York Fed’s Empire Survey for March as one
more piece of evidence that the manufac-
turing sector is transitioning to somewhat
slower growth. . . .

This next chart shows the share of
population with jobs. That is, we
reached our peak in about the year 2000
of the percentage of American popu-
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lation that had jobs, and we can tell by
the chart that whereas it has been
steadily rising in percentage of Ameri-
cans who have jobs from 1994, steadily
rising up to the beginning of the reces-
sion in March 2001, we have declined
precipitously since that date.

In sum, the jobs picture remains
sluggish. Even the normally taciturn
Federal Reserve noted the weak job
market in saying in a recent statement
last Tuesday that ‘“‘hiring has lagged.”

The latest Labor Department num-
bers show total unemployment fell in
February to 138.3 million. The share of
the population age 16 and older with
jobs declined to 62.2 percent. This em-
ployment population ratio is lower
than it was at any time between March
1994 and June 2003. Again, that is in the
chart as I just indicated.

The slow job market spans the Na-
tion. As of January 2004, nearly 3 years
after the recession began, almost every
region of the country continues to have
higher unemployment than in March
2001. Forty-five States have higher un-
employment rates than when the reces-
sion began.

In terms of unemployment, my State
of Montana has fared better than some,
but unemployment remains markedly
higher than pre-recession levels
throughout much of the country. Colo-
rado unemployment is up 2.8 percent.
Again, if we look at the chart, every
State has higher unemployment, as in-
dicated by red, but for three States.
One is the State of Montana, where it
is level. In two States, Nevada and
South Dakota, unemployment has ac-
tually declined. In every other State,
unemployment has increased at a very
marked rate.

Again, as I said, Colorado is up 2.8
percent; Ohio is up 2.6 percent; Massa-
chusetts up 2.6 percent; Oregon up 2.4
percent; New York up 2.3 percent;
Texas is up 2.1 percent; and New Jersey
is also up 2 percent. The list goes on.

In terms of the absolute number of
jobs, 36 States have failed to get back
to the pre-recession employment lev-
els. In 49 States, job creation has not
kept up with natural growth in the
number of potential workers. Only in
Alaska has job growth exceeded the
growth of working age population.

The news of the Nation’s slow job
growth has cycled back to lessened
consumer demand, and thus economic
growth. This chart shows consumer
confidence. As we can see beginning in
1994, consumer confidence in America
remained at about the 95 percent level.
This is the consumer confidence index,
based in the hundreds, so it was a little
lower in 1994 to 1996. It steadily rose
from 1997 to 1998. Those are the boom
yvears. It reached its peak roughly at
the beginning of the recession in March
of 2001, and then just plummeted to its
low levels.

Why is that important? It is impor-
tant because, as I have mentioned, the
Nation’s slow job growth has cycled
back. It has cycled back to lessened
consumer demand. When consumer de-
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mand is down, economic growth also
falls off as well.

In the latest consumer confidence
survey, confidence fell for the second
straight month in part because of con-
sumer concern over the weak job mar-
ket. Nearly 3 years after the start of
the recession, consumer confidence re-
mains below its January 2001 levels.

These numbers of people without jobs
are not just statistics; they are real
lives. These are real lives we are talk-
ing about. This weak job picture causes
real pain. It causes disruption in many
families.

For example, there is a fellow named
John in East Helena, MT, who has
worked 22 years at the ASARCO smelt-
er plant that has recently closed. John
suffers permanent health problems
from working with chemicals at the
plant. He has been unable to get full-
time employment so he works part
time. John cannot get health insurance
because he has preexisting health con-
ditions.

Then there is Bruce. Bruce is 50 years
old. He worked 28 years at that same
East Helena smelter. He did what they
say to do; that is, use retraining bene-
fits and train as a computer techni-
cian. Unable to get work in that field,
he works now full time in a grocery
store.

Often when a person loses a job, a
family loses a job. Evelyn from western
Montana wrote:

I am concerned about the economy of
Western Montana. . .. I see that industry

. . is [waning]. What do we have to offer
our children and grandchildren in the way of
stability within Montana? . . . What do you
propose . . . [to give us] a hope of being able
to support our families?

Kim wrote about her husband’s job:

The second paper mill my spouse has
worked at in three years is threatened with
closure in the next six to twelve months. In
a letter to the employees . . . in Missoula,
Montana[,] the company president blamed
the endless drain of manufacturing America
to overseas as the cause for possible shut-
down. [The company] makes liner-board, the
cardboard boxes products are shipped in. [I]f
products are not made in the United States,
boxes are not needed. . . . [T]he liner-board
market is a direct reflection of the state of
the economy[,] because the more liner-board
boxes sold[,] the more products being manu-
factured within the United States . . .

Real people like John, Bruce, Evelyn,
and Kim are the reason we need to
move this bill. We need to fight to cre-
ate and keep good manufacturing jobs
in America.

The bill before us provides a 9-per-
cent deduction for manufacturing, ef-
fectively reducing the tax rate for do-
mestic manufacturers by 3 percentage
points. The JOBS Act will thus help all
manufacturers produce goods in the
United States. Cutting taxes for do-
mestic manufacturers will help prevent
layoffs and will help preserve jobs. It is
the right thing to do.

We got a good start in this bill the
week before the budget resolution. The
Senate agreed to the managers’ amend-
ment that among other things ended
some outrageous leasing tax shelters,
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and the Senate unanimously extended
the R&D tax credit. We expanded that
credit for universities and labs.

We also conducted a good and spir-
ited debate on an amendment by Sen-
ator DoODD. That amendment addressed
the performance of Government con-
tracts by American workers. After
working collaboratively on modifica-
tions proposed by Senator MCCONNELL
and Senator MCCAIN, the Senate agreed
to that amendment by a vote of 70 to
26.

The Senate then began debate on an
amendment proposed by Senators BUN-
NING and STABENOW to accelerate the
phase-in of the manufacturing tax cuts.
The Senate also began considering an
amendment by Senator BAYH providing
for an extension of expiring tax provi-
sions. These last two important amend-
ments are now pending.

Under a previous order, the next
first-degree amendment in order will
be that offered by the minority leader
or his designee. We understand the
amendment will be proposed by Sen-
ator HARKIN regarding the Department
of Labor’s overtime regulations. I
know there are strong feelings on this
amendment, but Senators are all now
aware that we must address that issue
in order to move this bill along. I hope
we can come up to a vote on that
amendment in a reasonably short pe-
riod of time and move to other amend-
ments.

In the end—and I will keep returning
to this theme—this bill is about jobs,
good jobs, about jobs in America. We
are trying to help preserve American
manufacturing. The task ahead of us is
large, the challenge great, but Ameri-
cans do not shrink from that challenge.

Renee, the bookkeeping manager for
a small manufacturer in Bozeman, MT,
said it well when she wrote:

The United States is a nation built on
steely determination in the face of over-
whelming odds. We must act now to reverse
the loss of our high-skill, high wage manu-
facturing jobs.

That is our job, and we need to do
that. We need to get this bill done for
John, Bruce, Kim, and Evelyn and all
the hardworking Americans who de-
pend on a strong manufacturing sector
in America. We cannot let them down.
Let us move on to the bill, let us move
on to amendments and let’s address
them. Let’s move this bill and let us do
what we can to strengthen American
manufacturing.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I
want to reiterate the words of my dis-
tinguished ranking member, the Sen-
ator from Montana, on the importance
of getting this bill passed. This bill is
about jobs because it is about keeping
American manufacturing competitive,
particularly manufacturing that is ex-
ported. Export-related jobs in America
are very good jobs because they pay 156
percent above the national average.

This bill, that we call by the acro-
nym FSC/ETI, foreign sales corpora-
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tion extraterritorial income, reduces
the income tax on goods manufactured
in the United States and sold overseas.
Whether it is done by American manu-
facturers or foreign companies that
have come to America to establish a
manufacturing plant and hire Ameri-
cans, it applies to both. It does not
apply to American companies that
manufacture overseas.

The World Trade Organization is the
reason we are debating this bill, be-
cause the World Trade Organization
has ruled that our FSC/ETI legislation,
that has been on the books for more
than a couple of decades, is an illegal
export subsidy and has authorized up
to $4 billion a year of sanctions against
U.S. exports. This is something the
World Trade Organization said to the
European Community that they could
do on U.S. exports, because until we
change this law, they see us not living
up to our international trade obliga-
tions.

Why would the United States respond
to the World Trade Organization this
way? In the very same way we expect
Europe or any other country to respond
when the United States wins cases be-
fore the World Trade Organization. Let
me say, we win many more than we
lose. In fact, anybody reading com-
merce newspapers over the last week
would find out that the United States
has recently won two decisions before
the World Trade Organization on other
issues.

In regard to HEurope, as one specific
example, we expect Europe to abide by
the decision that the U.S. cattle pro-
ducers won in the World Trade Organi-
zation because Europe was not taking
in our red meat, our beef products, be-
cause they were treated with a growth
stimulant. Europe has decided not to
abide by the World Trade Organization
decision, so the United States, over the
last 2 years, has imposed sanctions
against Europe.

Would it be surprising to you if the
U.S. Government does not respond
positively to the World Trade Organi-
zation ruling and then Europe would,
in fact, put sanctions against American
products? They have already done that.
Starting March 1, there has been a 5-
percent increase in sanctions. We are
going to have a 1-percent increase each
month that we do not repeal this legis-
lation. By November that would be in
effect a 12-percent sales tax on Amer-
ican products going overseas to Eu-
rope.

It is very difficult for the United
States to compete when we have a level
playing field, but when we have a 12-
percent add-on you can see that even-
tually some companies are going to be-
come uncompetitive and, as a result,
workers will be laid off.

What we want this legislation to do
is not only avoid these sanctions, but
we want to put American manufac-
turing in more of a competitive envi-
ronment than it is in presently by re-
ducing the corporate tax rate on com-
panies that export if the manufac-
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turing is done within the United States
of America.

We have, potentially, by November,
sanctions of 12 percent on American
products. This is a very serious threat
to all Members because sanctions are
going to hit agricultural products, tim-
ber products, and even manufacturing
products. We need to get this issue be-
hind us before Memorial Day or sooner
or we will never be able to get this bill
to the President for signature.

I wanted to act on this bill last year
because I was fearful politics would get
in the way of the Senate’s ability to do
the job. Obviously, the closer you get
to the election, the more there is an
opportunity for politics to interfere.

The opening debate and shenanigans
we had 2 weeks ago when we first took
up this bill confirmed my worst fears.
Some on the other side want to play
politics with this bipartisan bill. Sen-
ator BAUCUS and I had an agreed order
of amendments that would have im-
proved the bill and brought up impor-
tant, relevant issues. That agreement
was undermined by the other side, par-
ticularly the leadership on the other
side. The leadership does not really
want to debate the substance of this
bill. Yet they would say it is very im-
portant to get this bill passed.

We hear a lot about not creating
enough jobs in the economy in this re-
covery. This is our opportunity to cre-
ate jobs. I would think everybody
would want to get this bill passed. In-
stead, it seems this bipartisan bill is
being turned into a political football.

I am hopeful everybody on the other
side of the aisle will see the best policy
is also very good politics. That is what
we have with this bill. We help domes-
tic manufacturers; we help U.S. compa-
nies compete overseas. Putting politics
ahead of good policy is exactly the
wrong approach.

In effect, this political game does not
help those who face sanctions. In other
words, jobs in the industries and the
products that have already been identi-
fied by Europe for sanctions are going
to be in jeopardy. Particularly where
we have so much problem competing
with the global competition we have, it
doesn’t help our domestic manufactur-
ers and workers, in manufacturing as
well as other segments of the economy.

As I said before, I hope the Demo-
cratic leadership will focus on the task
at hand and not play politics with this
very important bipartisan piece of leg-
islation.

With that procedural point I wanted
to make behind us, I wish to speak spe-
cifically as a reminder to my col-
leagues of some of the important fea-
tures of this legislation. Repealing
FSC/ETI, as the World Trade Organiza-
tion has ruled against the United
States and implied that we need to get
our laws in tune with our international
obligations, the repeal raises around
$65 billion over 10 years, and 89 percent
of that $55 billion comes from manufac-
turing industries. If that money is not
sent back to the manufacturing sector,
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it will be a $50 billion tax increase on
manufacturing. You know one of the
simple rules of economics 101—you tax
something more, you get less of it.

The Congressional Budget Office then
says we have lost 3 million manufac-
turing jobs since the manufacturing de-
cline started in the last year of the
Clinton administration—in other
words, since the middle of July. A $50
billion tax increase now on that manu-
facturing obviously is not going to
stimulate manufacturing jobs.

The bill before us uses all the money
that is raised from the FSC/ETI repeal
to put back into manufacturing, giving
manufacturing corporations and self-
proprietorships and other business en-
tities a 3-percentage point tax rate re-
duction on all income derived from
manufacturing in the United States.

This is not meant to help—and will
not help—because our bill is not writ-
ten this way to help manufacturing
done offshore. We start phasing in
these tax cuts this year. The cuts apply
to different business entities, sole pro-
prietors, partnerships, farmers, individ-
uals, family businesses, multinational
corporations, or foreign corporations
that set up manufacturing plants in
the United States but only if they set
up their manufacturing plants in the
United States. We are not doing any-
thing in this bill to export jobs over-
seas; just the opposite. What we are
doing is meant to create jobs and pre-
serve jobs in manufacturing in the
United States, and to give the benefit
to American-based companies or for-
eign corporations based in America
that are creating jobs here.

Our bill also includes the Homeland
Reinvestment Act, which has broad
support in the House and Senate. The
finance bill is also revenue neutral.
That is very important because it
seems to be an unwritten rule in the
Senate—maybe not one that I entirely
agree with, but if we are going to get
anything done in a bipartisan way
when it deals with tax reform, it has to
be revenue neutral.

This bill, as amended, provides over
$130 billion in business tax relief, but it
is paid for by extending customs user
fees and, most importantly, by shut-
ting down corporate tax shelters and
abusive loopholes.

It is an unwritten rule in the Senate,
as I said, for revenue neutrality. So we
have gone beyond the $50 billion to $130
billion of tax changes but offsetting it
totally with money raised from FSC/
ETI, from customs user fees, and, most
importantly, doing something that
ought to be done with or without this
bill—shutting down these tax shelters
and abusive loopholes.

As all bills, there is never complete
agreement on an approach. Our bill
contains a temporary haircut on rate
reduction that some of us would like to
remove and others of us would like to
retain. Some Members prefer a reduc-
tion in the top corporate rate in place
of international reforms and a rate re-
duction applying just to manufac-
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turing. These Members would say you
ought to treat all corporations the
same. If all corporations were being
impacted with a WTO ruling in the
same way, whether manufacturing or
not, I would agree. We are talking
about basically manufacturing and at
least 89 percent of the revenues coming
in. We say we want to keep our manu-
facturing competitive. We are going to
pour most of the benefits of this legis-
lation back into the manufacturing
sector.

Those on the other side say it ought
to be across the board, affecting all
corporations. There is a desire on the
other side for a simpler approach by
just cutting taxes across the board, but
a top level rate cut would only go to
the biggest corporations of America.
Local family held S corporations or
partnerships which presently get some
ETI benefits would get nothing from
that approach. If we redirect the FSC/
ETI money to an across-the-board cor-
porate cut, then the manufacturing
sector will be the revenue offset for the
services sector tax cut.

The international tax reforms largely
fix problems our domestic companies
face with the complexities of the for-
eign tax credit. These reforms are nec-
essary if we are to level the playing
field for U.S. companies that compete
with our trading partners.

The Finance Committee’s bipartisan
bill has been improved with an amend-
ment to extend the research and devel-
opment tax credit through the end of
year 2005. That is a domestic tax ben-
efit which is an incentive to research
and development. This translates also
into good, high-paying jobs for workers
in the United States and not overseas.
Plus, it is an incentive for research and
development which is going to keep our
industries competitive with the highly
educated workforces of Russia, China,
and India where we are finding increas-
ing competition. We need to keep up
with these others.

America has no reason to be timid
about the competitiveness of our work-
force—the competitiveness of our
workers from the standpoint of our
educational commitment and our edu-
cational attainment. We have nothing
to worry about when it involves our re-
search leading us to new industries not
of this decade but for the next decade.
America has a very flexible economy.
We can compete. Anyone who says we
can’t compete is a defeatist. I am not a
defeatist when it comes to America’s
ability to be ahead of the rest of the
world as we have been for the last 100
years in almost every aspect of our
economy. The research and develop-
ment part of this bill is surely some-
thing that is going to help us continue
to do that.

In addition to the previously agreed
upon research and development amend-
ment, there are several additional
amendments pending which will sub-
stantially improve this bill. First is an
amendment offered by Senators Bun-
ning and Stabenow to accelerate the
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manufacturing deduction. This amend-
ment assures that the tax relief and re-
lated economic benefits of the bill are
provided more quickly to those hurt by
the repeal of FSC/ETT.

Second, I have offered an amendment
with Senator BAUCUS to extend the 2-
year tax provisions which expired in
the years 2003-2004. This includes items
such as the work opportunity tax cred-
it and the welfare-to-work tax credit
which have been merged and simplified
into a single credit as proposed by Sen-
ator SANTORUM and others in the bill,
S. 1180.

A third pending amendment on net
operating losses should also be in-
cluded. This amendment allows compa-
nies that operated at losses during the
difficult economic conditions of last
year to offset those losses against their
income for the previous 5 years. This
provision would accelerate tax relief to
companies that need to continue oper-
ations and recover from recent difficul-
ties.

I ask my colleagues: Let us get on
with the business at hand. Have this in-
stitution be what it traditionally has
been. Yes. An institution where every-
thing is thoroughly discussed as it
ought to be because this is the only in-
stitution where that can be done in our
American political system. But it is
also an institution that moves along
and doesn’t stymie legislation. We
know our responsibilities are to the
taxpayers of this country to produce a
good product and produce it quickly. If
we think of the best policy, we will in
fact have the best politics. Let’s put
good economic policy ahead of short-
sighted politics.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I take a
couple of moments to discuss the pend-
ing second-degree amendment, the
amendment offered by the Senator
from Indiana, Senator BAYH. It is an
excellent amendment. It is somewhat
broad in scope. I commend Senator
BAYH for suggesting this. My guess is it
will be adopted without too much dif-
ficulty.

I have been pushing for a long time,
and I know the chairman of the com-
mittee has, as well, the package of ex-
tenders. We have crafted the under-
lying JOBS bill to create jobs and to
stimulate competitiveness in American
business. In addition to the new provi-
sions in the bill, it is critical we renew
our past commitments in the Tax Code
and not leave anyone behind. I am
talking about the so-called package of
tax extenders.

We failed last year to extend many
expired or expiring tax provisions that
are essential. We now have another
chance. That is the amendment offered
by the Senator from Indiana, not only
to extend these provisions, but also to
improve upon them.

When we were last on the bill, the
Senate acted to improve one of the pro-
visions, the research and development
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tax credit. This was the first of many
positive steps we need to take to fix an
ailing economy. Encouraging research
and development clearly is one of the
most important forward looking ac-
tions we could take. Why is that so im-
portant? It is the underlying basis for
improving innovation and for address-
ing the offshoring of American jobs.

In addition, there are many other
provisions commonly referred to as ex-
tenders. They all address the needs of
our Nation. These are not contentious.
They are not partisan. Rather, they are
provisions that just make good sense.

The chairman and I pushed to have
these same provisions extended last
year. We urged our colleagues not to
wait until the last minute before these
provisions were expired. We wanted to
move right away.

These provisions are like a yo-yo. We
enact them. We extend them for sev-
eral months, sometimes a year or a
year and a half, we let them expire.
After they have expired, sometimes we
g0 back and reenact them retroactively
and there is no break. Sometimes we
do not reenact them retroactively. It is
very poor policy.

I personally believe all these provi-
sions should be enacted permanently
into the Tax Code. We should not have
the on-again, off-again, up-and-down,
yo-yo effect Congress has undertaken
in addressing these provisions. For the
life of me, I cannot understand why we
are not making these permanent. Nev-
ertheless, they are not, and taxpayers
have suffered often from lapsed provi-
sions. We have let them down. I hope
we do not do that again. The time has
now come to extend these provisions. If
we do not act now, there is no telling
when our next opportunity will be.

In this package there are many good
provisions that have already expired.
They are widely supported. The expir-
ing provisions include a diverse array
of topics and all are important. One of
the most important expiring provisions
we must address is the one allowing for
the carryback of net operating losses,
otherwise known as NOLs. In the wake
of prolonged economic downturn and
the recent ruling by the WTO, it is
very important we give American busi-
nesses a chance to recover their losses.

Like the underlying JOBS bill, this
provision also promotes economic
growth.

Two other important provisions are
the work opportunity tax credit, some-
times known as WOTC, and the wel-
fare-to-work tax credit. I have worked
long and hard with many of my col-
leagues—especially Senator SANTORUM,
Senator BAYH; both Senators worked
very hard—for the provisions to make
the credits permanent. Unfortunately,
we cannot achieve permanence at this
point, but neither can we afford to let
this opportunity pass.

The work opportunity tax credit and
the welfare-to-work tax credit are
proven initiatives that help economi-
cally disadvantaged workers get jobs.
They help those receiving the welfare
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check to earn a paycheck. That is very
important. These provisions very much
help get people off welfare and to get
jobs. Both of the credits expired in 2003
in December.

As we consider ways to create jobs
for Americans, it is only appropriate to
consider what these tax credits have
done for both employees and employers
across our country. In a recent study,
it is shown in New York State the work
opportunity tax credit generates eco-
nomic benefits that exceed the cost of
the program. These programs are too
valuable to fall by the wayside.

This amendment, including the ex-
tenders, will simplify and strengthen
the credits to expand unemployment
opportunities for disadvantaged indi-
viduals and attract more employers to
participate in the program.

Along with these are other provisions
that help raise the standard of living in
America now and in the future. Indi-
vidual credits against the alternative
minimum tax provide for such things
as lifetime learning credit, the HOPE
scholarship, and care for the elderly
and disabled. These provisions not only
create incentives for education but also
help families build a stronger financial
base.

Other benefits to be gained from this
important extenders package include
encouraging computer contributions to
schools, economic recovery provisions
in the wake of September 11, deduc-
tions for school teachers, and energy
incentives for the environment. And
the list goes on.

These tax incentives make America a
better place, a better place for jobs,
education, health care, environment,
and more. Now is the time to act. We
must not let these essential parts of
our Tax Code fall by the wayside.

I encourage my colleagues to join me
in support of this amendment offered
by the Senator from Indiana, Senator
BAYH, and others. Like the JOBS bill
itself, these provisions will help make
important contributions to American
business and to American people.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I will
speak as in morning business and I will
yield the floor for anyone who wants to
speak on the legislation.

The PRESIDING OFFICER (Mrs.
DoLE). Without objection, it is so or-
dered.

ENERGY

Mr. GRASSLEY. Madam President, I
will deal with the issue of the energy
bill in the context of where we left off
last November, two votes short of stop-
ping a filibuster against the legislation
so it could be passed. That means we
had 58 votes. We needed two more. We
cannot get two more votes. Therefore,
the bill still languishes.

It was the first major energy policy
for probably 15 years as far as the Fed-
eral Government passing one is con-
cerned, and things are a lot scarier now
than they were last November. Now we
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have what are the highest gasoline
prices in the history of our country,
just slightly above where they were a
year ago, and previous to that a couple
times in the late 1990s or the early part
of this century. In other words, over
the last 4 or 5 years they have probably
been almost as high three or four
times. We also have, different than at
most times, very high natural gas
prices.

The impact in the economy is very
negative, as we know. The impact upon
low-income families is very bad, as we
know. It is a shame we could not get
that bill passed last November. I hope
we can get one passed very shortly. In
fact, I had hoped the high natural gas
prices and gasoline prices we faced
would be an impetus to any Member in
this body. Of the 42 who did not vote to
stop debate, hopefully these Members
will see the need for passing this en-
ergy legislation to help the economy,
to help the consumers of America, to
move this economy along.

I recall over the last 4 or 5 years
there have been high gasoline prices in
the past and maybe not so high natural
gas prices in the past, that there has
been an outrage expressed on the floor
of this Senate about those high gaso-
line prices—Members speaking about
collusion within the industry, Members
asking the Department of Justice and
the Federal Trade Commission to in-
vestigate whether there was any anti-
competitive activity, and tremendous
outrage over the high prices.

Now that gasoline prices are higher, I
would guess I would hear that same
outrage. But we are not hearing it. I
wonder if we are not hearing it because
so many Members on the other side of
the aisle were part of the filibuster
against the energy bill last year, and
they are ashamed when they had an op-
portunity to do something to bring an
energy policy to America they did not
do it.

That energy policy was one that was
well balanced between tax incentives
for the production of fossil fuel, tax in-
centives for the conservation of energy,
and tax incentives for alternative and
renewable fuels—a very well-balanced
piece of legislation, legislation I would
say was well balanced to meet the im-
mediate needs of our country, which
are best met by the fossil fuels we have
been using for more than 100 years to
take care of the near term but also
well balanced for the outyears. Obvi-
ously, since God only made so much
fossil fuel, and it is finite, the depend-
ence on renewable and alternative
fuels, as well as incentives for con-
servation, is the pattern for the future
if we are going to have a sound energy
policy.

This package, put together by Sen-
ator DOMENICI, is well balanced and had
the good fortune of having so many of
these tax incentives involved that
came out of my Senate Finance Com-
mittee in a bipartisan way.

So why not the outrage now? We
keep hearing so much debate during
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the bill that is before us, and during
morning business by Members, particu-
larly of the other party, about the
problems we are having creating jobs,
the problems we are having with the
Nation’s economy.

There might be a difference of opin-
ion whether the economy is doing well,
but there are a lot of statistics that
show it is doing well with the 8.2 per-
cent growth for the third quarter of
2003, and the 4.1 percent growth for the
fourth quarter of 2003, and unemploy-
ment holding steady at 5.6 percent. But
we are still hearing the outrage that
jobs are not being created. And who
can argue that if you are unemployed
and want a job you ought not have a
job? You would expect to have a job
with an economy growing where it is
now and with the fabulously low rate
of unemployment of 5.6 percent, be-
cause seldom have we had that low a
rate of unemployment in the last 40
years. A national energy policy would
surely help us with the creation of
jobs.

So you can ask, where are the jobs,
particularly manufacturing jobs? One
factor affecting the manufacturing in-
dustry and, in turn, the economy in
general I have not heard mentioned
during the debate is the rising cost of
energy. The fact is, the rising energy
costs continue to be a drag on our
economy.

In January, consumer prices jumped
one-half of 1 percent, and that was only
because, as small as that is, of higher
energy costs. In fact, energy costs rose
4.7 percent, accounting for more than
three-quarters of the overall increase
in consumer prices.

Crude oil for April delivery is over
$36 a barrel on the New York Mer-
cantile Exchange. Gas prices at the
pump around the Nation are at record
highs. Nationally, a gallon of regular
gasoline averages $1.74. That is 2 cents
higher than at this time last year.

Why are energy prices so high? Well,
global demand for crude oil is increas-
ing because of greater demand not only
in the United States but because of a
higher percentage of demand in Japan
and China.

OPEC, which supplies 40 percent of
the world’s oil, recently announced
they intend to cut production by 1 mil-
lion barrels a day starting April 1.
That is obviously going to push prices
yet higher. This is from OPEC, an orga-
nization that has repeatedly stated
their goal is to keep prices somewhere
between $22 and $28 a barrel, not now
satisfied with $36 a barrel. Because we
are so dependent upon foreign coun-
tries for over 60 percent of our crude
oil, I think they have gotten us—mean-
ing OPEC has gotten the TUnited
States—over a barrel.

We have also seen a sustained in-
crease in the demand and cost of nat-
ural gas. Because natural gas is now
the fuel of choice for new electricity
generation, the demand for natural gas
is no longer seasonal. While our exist-
ing policies in Washington have cre-
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ated the increased demand for natural
gas, we have done very little to ensure
a domestic supply to meet that de-
mand.

In fact, the increased exploration is
not bringing in enough new natural gas
online to keep up with the increased
needs we have in this country. Hence,
as you understand economics 101, when
supply is down, price is up; hence, high-
er natural gas prices.

The fact is, high fuel prices remain a
concern for transportation firms. High
energy prices hurt steel mills, manu-
facturers, farmers, and eventually end
up hurting all consumers. High energy
prices cost American jobs. Unless we
increase supply, we are going to see
record high prices again this year, and
we are going to see a continued drag on
the American economy.

We need to help the manufacturing
and agricultural industries save exist-
ing jobs and go beyond that to create
new jobs. We need to lower our Na-
tion’s energy costs.

What are the alternatives? We could
and should apply pressure to members
of OPEC to increase supplies. Some
have suggested releasing crude oil from
the Strategic Petroleum Reserve to in-
crease supply and drive down prices.

I believe we can and must take ac-
tion in the Senate to address rising en-
ergy costs. As my colleagues know, we
have been considering a comprehensive
energy bill in this Chamber for over a
period of 3 years now, with the most
progress made last year when we had a
bill pass the House, a bill pass the Sen-
ate, a bill come successfully out of con-
ference committee, and overwhelm-
ingly pass the House of Representa-
tives, but being defeated or at least
stalled here on the floor of the Senate
last November when we came up two
votes short of stopping debate, to stop
the filibuster, to get to finality. So it
is quite obvious we have the votes to
pass an energy bill in the Senate.

It is a shame we cannot get over that
hurdle of 60 votes to get this bill there,
to get us on the road to greater self-
sufficiency with energy as we try to do
it through a combination of incentives
for fossil fuel production, incentives
for energy conservation, and for alter-
native and renewable fuels. That con-
ference committee agreement was
voted on last November. Unfortu-
nately, we had a minority of Senators
successful in filibustering the bill.

I strongly support the chairman of
the Energy Committee, Senator
DOMENICI, in his efforts, then as well as
now, to move this bill forward or, short
of moving it forward, a bill of a similar
nature to start over as hopefully one
way of getting around a Democratic fil-
ibuster.

I am pleased Senator DOMENICI has
introduced a slimmed-down bill that
addresses the major concerns that pre-
vented the Senate from adopting the
conference report. This bill goes a long
way toward increasing domestic energy
production of conventional energy such
as oil, natural gas, and nuclear power.
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The bill includes provisions to improve
the tax treatment of natural gas gath-
ering and distribution lines. It includes
incentives for the construction of a
natural gas pipeline from Alaska to
markets in the lower 48. The bill seeks
to improve our Nation’s electricity
transmission capacity and reliability
by creating enforceable and mandatory
reliability standards and providing in-
centives for transmission grid improve-
ments.

It also includes a number of provi-
sions that would increase domestic pro-
duction of renewable energy and create
jobs at home. Through the renewable
fuels standard, it would double the use
of domestic homegrown ethanol, a
first-time tax incentive for biodiesel to
be made from soybeans.

It would also bring new sources of en-
ergy on line. It would extend the wind
energy production tax credit that I
first got through the Senate in 1992. It
would have an expansion of the produc-
tion tax credit for biomass and a tax
incentive for purchases of residential
solar and wind energy equipment.

Each of these provisions will increase
our production of domestic renewable
energy resources. They will also create
thousands—some people have esti-
mated 800,000—of jobs all across our
country.

The bill also includes incentives for
energy-efficient improvements to ex-
isting homes and for the purchase of al-
ternative fuel vehicles. These initia-
tives will lead to an increased domestic
supply of energy, a more stable econ-
omy, and thousands of jobs for Amer-
ica’s workers. Make no mistake about
it, this energy bill is a jobs bill.

As I indicated, these provisions are in
a new bill that Senator DOMENICI is
trying to move along. But the ideal
way to handle this would be to get two
more votes to bring to an end the fili-
buster of the bill that was before the
Senate last November because all of
these provisions are included in that
bill. There is no reason to start all over
again, particularly when now, com-
pared to last November, we have the
highest price for gasoline in the his-
tory of our country, and we still have
outrageously high prices for natural
gas.

It is time this country has a national
energy policy. There is no reason two
Senators who are in the minority
should stand in the way of moving this
legislation along, legislation that
passed the House and Senate over-
whelmingly last year, came out of con-
ference after about 2 months of work
on putting together a compromise that
could get an overwhelming vote in the
House of Representatives and get a
vast majority vote in the Senate, but
two votes short of the 60, the extraor-
dinary supermajority it takes to stop a
filibuster. I don’t understand why we
have Democrats from corn States, with
everything this bill does for the pro-
duction of ethanol that would help the
farmers of their States, and also help
the energy needs of our Nation, how
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any Senator who is from a big corn-
producing State could dare vote not to
end this filibuster.

There are votes out there from mem-
bers of the other party, from corn-pro-
ducing States, who ought to explain to
their constituents why they won’t join
in this effort with other farm State
Senators to bring massively on line the
production of ethanol that can help us
be more energy independent from
OPEC nations, particularly in a time
when Americans are shedding blood in
Iraq because we need some stability in
the Middle East to guarantee oil com-
ing to our country. Obviously, the
blood I am talking about is shed be-
cause of the war we are in, the war to
defeat terrorism against Americans,
against western culture, but also the
sort of democracy we can have in the
Middle East brings stability that we
don’t have there now. And it is impor-
tant to have that stability for the eco-
nomic needs of our country.

I don’t know why we can’t get some
votes from some farm State Demo-
crats. We only need two of about half a
dozen, whom we could easily identify,
who should be voting with us to bring
finality to this issue.

I believe these bills on energy, be-
cause we have this pending bill before
the Senate and we have the conference
report that is through the House and
two votes short of getting to finality in
the Senate last November—whichever
one you are talking about—I believe
these bills represent a comprehensive
energy policy consisting of conserva-
tion efforts, the development of renew-
able and alternative energy sources,
and domestic production of traditional
sources of energy. This bill goes a long
way to develop an energy policy that
will drive down the cost of energy and
create jobs at home so that we don’t
have to have the outrage that we have
on the Senate floor, primarily from
members of the other party, over 3 out
of the last 5 years when energy prices
have been so high. Why don’t we do
something about it? We have an oppor-
tunity. We don’t seem to grasp it now
when it is here.

This bill is too important to our
economy to let it die. Therefore, I
strongly encourage Members on both
sides of the aisle to help our leadership
bring either the conference committee
up for a vote on the issue of stopping
debate or the new bill that Senator
DOMENICI has placed before the Senate,
to bring it to the floor and consider it
in a timely manner, and timely is al-
ready probably 3 months late as we
have seen the energy prices go up to
the highest level, hurting our economy.
We can and should come to an agree-
ment so we can consider and pass this
JOBS bill as soon as possible.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. HARKIN. Madam President, I
ask unanimous consent that the order
for the quorum call be rescinded.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HARKIN. Madam President, I
know we are a little stalled on the
floor right now. There is an underlying
amendment to the bill, and then there
is a second degree that is now trying to
be worked out having to do with tax
extenders. I understand there may even
be yet another second degree into this
package.

I know the leadership has said there
will be no votes today. I understand
that. But I ask the Presiding Officer, is
there now pending a unanimous con-
sent agreement that after the disposi-
tion of the pending amendment, and
any amendments thereto, that Senator
DASCHLE or his designee would then be
recognized to offer an amendment?

The PRESIDING OFFICER. The
agreement does authorize the leader or
his designee to offer the next first-de-
gree amendment.

Mr. HARKIN. I thank the Presiding
Officer because that was my under-
standing: that upon the disposition of
the pending amendment, and any
amendments thereto—any second de-
grees—then Senator DASCHLE would be
recognized, or his designee, in which
case he is designating me to offer the
overtime amendment.

Now, I was here the other day, and I
was going to offer the overtime amend-
ment as a second degree to the under-
lying amendment, but then Senator
GRASSLEY got recognized, as is his
right as the chairman of the com-
mittee, to offer a second degree, and
that now is what is pending before the
Senate.

I take the floor this afternoon to
once again state how urgently nec-
essary it is that we proceed to consid-
eration of my amendment regarding
the administration’s proposed changes
of the rules on overtime.

To recapture what has transpired,
about a year ago, the Department of
Labor issued proposed regulations that
would fundamentally change how em-
ployers pay overtime to people who
work over 40 hours a week. These pro-
posed regulations came forth without
having one public hearing, perhaps the
most substantial change in our over-
time laws since 1938 when they were
adopted under the Fair Labor Stand-
ards Act.

You would think if any administra-
tion wanted to really change how over-
time is paid, they would have gone
around the country and had public
hearings. This is normally what you
do. No. These were issued without one
public hearing.

Now that the proposed regulations
have been out there, the Department of
Labor has heard from America. I un-
derstand tens of thousands, maybe as
high as 70 or 80,000, comments have
come in on these proposed regulations.
Still the administration has not seen
fit to have public hearings about it. I
think they thought they could do it
quietly. This is a fundamental alter-
ation, the biggest alteration since 1938
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when the Fair Labor Standards Act
was passed.

Last year I offered an amendment to
an appropriations bill that would have
denied the right of the administration
to issue the proposed regulations and
would have forced the administration
to work with Congress, to have hear-
ings and come up with a reasonable ap-
proach to changing overtime rules.
That amendment was adopted by the
Senate on a bipartisan vote. The House
of Representatives soon after had a
vote on what they call instructing
their conferees, which is basically a
vote to say we agree with the Senate
and this is what we want in the final
bill. That passed the House of Rep-
resentatives.

So they went into conference be-
tween the House and the Senate with
my amendment intact. Somehow it
never made it to the final bill. The ad-
ministration came into the conference
and said it had to be taken out. It was
thrown out. And, of course, the Omni-
bus appropriations bill we vote on, as
you know, cannot be amended. So,
therefore, we were faced with an up-or-
down vote on the bill without this
amendment. We had to vote to keep
the Government operating, to pay our
troops in Iraq, and everything else.

I said at the time this is too impor-
tant a matter just to forget about and
move on. So when the Senate came
back into session in January of this
year, I immediately took to the floor
and said: At the first opportunity, I
will offer this amendment again. The
American people now have heard about
it, and they know about it. They are
beginning to understand what it means
to them and their jobs to have these
changes go into effect. I believe the
votes are here, once again, to say to
the administration: No, don’t take
away the right of people to get time-
and-a-half pay when they work over 40
hours a week.

By some estimates, up to 8 million
American workers would have their
right to overtime pay taken away. So I
have said I would offer this amendment
on this bill. They call this a jobs bill.
Well, this amendment is about jobs. It
is about not only protecting jobs and
overtime pay, but it is about creating
jobs.

I believe it is necessary to proceed to
consideration of this amendment so
that the administration, once again,
will understand that prior to any final
regulations being issued, they need to
go back to the drawing board, hear
from the public, work with Congress,
as other Congresses have done. Since
1938, we have amended the Fair Labor
Standards Act maybe a dozen times,
but it has always been done in conjunc-
tion with Congress, Congress and the
administration working together to
come up with reasonable amendments
to the Fair Labor Standards Act. There
is nothing wrong with that. Times
change. Conditions change. This should
be done periodically.

But this administration did not do
that. They just drafted these under the
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cover of darkness, issued them and
said: We are going to take away the
right of about 8 million Americans to
overtime pay.

So it is appropriate that we debate
and vote on my amendment on the FSC
JOBS bill because my amendment is
about one thing—jobs. These new over-
time rules will eliminate time-and-a-
half overtime pay for up to 8 million
American workers. But, again, it is not
just about eliminating overtime pay.
These proposed rules will retard the
creation of new jobs. This is just basic
logic. If employers can more easily
deny overtime pay, they will push their
current employees to work longer
hours without compensation. With 9
million Americans currently out of
work, why would you give an employer
yet another disincentive to hire new
workers. Yet that is exactly why the
administration is pushing these new
overtime rules. This is why these pro-
posed new rules have the support of
some major business groups in America
but not all.

I always like to point out that I rep-
resent a lot of businesses in my State
of Iowa—good, healthy, productive
businesses. Not one business in my
State of Iowa has come to me saying
we need to change the overtime rules,
not one. I am wondering, where is this
coming from?

The National Association of Manu-
facturers says, well, they will reduce
labor costs. It will reduce the need to
hire new workers. It will have a direct
destructive impact on jobs in the
United States.

So let’s be clear. My amendment on
overtime is about creating jobs, over-
coming the stagnant job market. And,
yes, it is about making sure we protect
the time-honored right to overtime pay
when you work over 40 hours a week.

There was an article that appeared in
the Wall Street Journal which I think
summed it up. It says: Shortchanged.
Many firms refuse to pay for overtime.
Employees complain. Others claim
workers are exempt under the law or
raise output targets, but the rules are
confusing.

Here is the quote:

. . . While employees like overtime pay, a
lot of employers don’t. That is no surprise.
Violations are so common that the Employer
Policy Foundation, an employer supported
think tank in Washington, estimates that
workers would get an additional $19 billion a
year if the rules were observed. That esti-
mate is considered conservative by many re-
searchers.

In plain English, the Employer Pol-
icy Foundation, an employer-supported
think tank in Washington, is basically
saying American workers are being
cheated out of $19 billion a year be-
cause they are working overtime and
they are not getting paid for it right
now.

Well, guess what happened, Madam
President. A couple of these companies
got caught. They got taken to court.
They appealed and the appeals court
found for the employees. One famous
case on the west coast is where em-
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ployees were clocking out of work after
working an 8-hour day, and they were
being forced to come right back in the
door and work longer hours. Well, they
got caught. More and more employers
were getting caught.

So now what they want to do is
change the rules. They want to work
you longer. They want to work you
more than 40 hours a week, but they
don’t want to pay you overtime. That
is what the Wall Street Journal said.

So rather than being confronted with
the fact that they might be taken to
court, they change the rules. Now
there won’t be any court case. That is
what the administration’s proposal on
overtime is all about. It is about tak-
ing away the rights of people.

You know, I had a quote that I will
bring up in further debate on this
amendment. One worker—a woman, if I
am not mistaken—said something I
thought was very poignant. She said:

My time with my kids and my family
in the evenings and on the weekends is
premium time to me. If I am being
asked to give up my premium time
with my kids and my family, then I
think I ought to get premium pay.
That is what overtime is about.

They are asking you to give up your
premium time with your family, your
children, to work overtime. You ought
to get premium pay, which is what
time and a half is all about. Again, the
Bush administration thought they
could put these new rules into effect
quietly, with no hearings, before any-
body knew what was going on. They
were wrong. They got caught. The fact
is, public outrage over the proposed
new overtime rules has gotten stronger
and stronger as Americans learn more
about the details. They want these pro-
posed rules to be stopped.

I understand if the other side, the Re-
publican side, can drag this out and
prevent a vote, well, then maybe in the
next month or so they can issue these
final rules taking away overtime pay,
and then it will be very hard to undo
that later on. They know that. That is
why they don’t want a vote on this
amendment. That is why the other side
is doing everything they can to keep
me from getting a vote.

Madam President, we are not going
to be quiet about it. This is the edi-
torial from the New York Times: ‘“The
Quiet Shift In Overtime.”’

It says:

The Bush administration is engineering
bread and butter changes in the Federal reg-
ulation of overtime pay. . . .

The proposed Labor Department regula-
tions have stirred justifiable concerns.

They are being presented by the Labor De-
partment as overdue improvements.

But as they are doing it, as they said,
they are doing it quietly, behind the
scenes.

More problematical is the possibility that
more workers—millions, according to pro-
labor analysts—could be forced into unpaid
overtime under the regulations, which do not
affect blue collar workers. By some esti-
mates, veterans, police detectives, or senior
nurses might lose overtime compensation
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that now accounts for as much as 25 percent
of their salaries.

They thought they could do it quiet-
ly, but the more we learned about it,
we found that the American people
were not going to sit by and let pre-
mium time with their families be
taken away, being forced to work
longer hours for regular pay.

With so many people unemployed,
you would think you would want to
create jobs. These proposed rules on
overtime will be a disincentive to cre-
ating any new jobs.

Madam President, I hope we can get
to my amendment. I will have more to
say about it. I have more data and de-
tails I wish to bring out. For example,
one thing I brought out before, since
1938, there has been a classification of
learned professions, such as lawyers,
doctors, architects, things like that—
the learned professions, which were ex-
empt from overtime. In all of the regu-
lations since that time, there has never
been any inclusion in the learned pro-
fessions of what an individual learned
while serving in the U.S. military. It
wasn’t until going through these pro-
posed regulations with a fine-tooth
comb that we discovered there were in-
serted into these proposed regulations
four or five words about what these
learned professions—as it goes through
them all—learned while in the mili-
tary, military training.

That had never been in the regula-
tions before—never. Why were those in
there? Here it is right on this chart.
These are the changes, the new part of
the regulations that had never been
there before:

However, the word customarily means that
the exemption is also available to employees
in such professions and substantially the
same knowledge level as the degreed employ-
ees, but who attain such knowledge through
a combination of work experience, training
in the Armed Forces, attending a technical
school, attending a community college, or
other intellectual instruction.

What is different? “Training in the
Armed Forces” has never been in these
rules before. So when we see all these
ads saying ‘‘join the Army and be all
you can be,” they talk about all the
nice technical training you can get
while you are in the military. What
they are not telling you now is, if you
do that, after you get out of the mili-
tary, you will be exempt from overtime
pay because of what you learned while
you were in the military.

So we could have a situation where
we have two individuals: one goes to
the military and gets training and the
other doesn’t. They come out and they
could have substantially the same kind
of jobs. One could have had on-the-job
training and one learned in the mili-
tary. Both are basically equal. The per-
son who served in the military gets
cheated out of overtime, but the person
who wasn’t in the military would be
able to get overtime. What kind of
sense does that make? But it is in
there.

“Training in the Armed Forces” has
never been in the rules since 1938. We
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fought World War II, the Korean war,
the cold war, Vietnam war, and every
other war and we have never said to
the men and women in uniform when
they learn something in the military,
we are going to take away their right
to overtime. Why are we doing that
now? Why are we doing that?

Again, these are some of the hidden
little things in this proposed regula-
tion that need to be brought out, with
scrutiny in the sunshine. Let people
know about it. Again, I hope we can
get to my amendment. It has the over-
whelming support of the American pub-
lic. As more and more of them know
about this, they don’t want their right
to be taken away. I have talked with
workers who received no overtime last
year, no overtime pay. They were ex-
pressing to me how much they were op-
posed to this proposed change in the
rules.

I said: If you are not working over-
time, why are you opposed?

They said: It is a right we have. We
may not have gotten overtime, but if I
do work it, I want my right protected.
That just about sums it up. It is a right
that should not be taken away.

Again, it is urgent that we proceed to
the overtime amendment. Let’s go to
my amendment. Let’s have a good de-
bate. I am willing to have a time agree-
ment, if the other side would like to
have a time agreement. Let’s have the
debate. I want to hear from the other
side why we should let these proposed
regulations go into effect. Let’s have
the debate so the American people can
understand what is at stake, and let’s
have an up-or-down vote on my amend-
ment. Let’s have an up-or-down vote on
whether the Senate would agree with
the administration that these proposed
rules, these changes in the Fair Labor
Standards Act, should go into effect or
whether the administration should go
back to the drawing board, work with
Congress, do it in an open, aboveboard
manner.

There are some changes that do need
to be made in the Fair Labor Standards
Act. There is one part of the proposed
rules of which I am supportive, and
that is raising the base from about
$8,000 a year to $22,000 a year. That
should have been done a long time ago.

My amendment does not affect that.
My amendment leaves that in place.
But in giving with one hand—that is,
raising the base up to $22,000 a year—
the administration is taking away the
right to overtime pay from about 8 mil-
lion Americans with the other hand.
That is a bad deal.

I hope we can get to my amendment.
I hope we can have a good debate and
an up-or-down vote on it. I am prepared
to do so whenever the leadership dis-
penses with these pending amend-
ments.

Madam President, I yield the floor
and suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. NICKLES. Madam President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. NICKLES. Madam President, I
ask unanimous consent to speak as in
morning business for not to exceed 10
minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

WAR ON TERRORISM

Mr. NICKLES. Madam President, last
night I observed, as I am sure many
Americans did, Richard Clarke’s state-
ment on the program ‘60 Minutes”
where he made some very strong alle-
gations concerning President Bush and
his lack of effort on the war on ter-
rorism. I was struck by his tone, by his
statements, and also by the lack of
questions concerning what he had done
the previous years.

I believe Mr. Clarke was appointed in
May of 1998 by President Clinton as the
first National Coordinator for Security
Infrastructure Protection and Counter-
terrorism at the National Security
Council. That is a very long title, but
many people say ‘‘counterterrorism
czar.” He was the person to combat
terrorism. That is a very prestigious
position, a very important position.

Looking at the events that occurred
in 1998 and also in 2000, I wonder what
we were doing. I kept waiting for the
questioner to ask him: Why didn’t we
do more?

On August 7, 1998, terrorists bombed
the American embassies in Nairobi,
Kenya, and Dar es Salaam, Tanzania.
Madam President, 212 people were
killed on August 7, 1998, and over 4,000
people were injured in Nairobi. Eleven
people were killed and 72 people were
wounded in Tanzania. It was a very
deadly day.

Two U.S. embassies—that happens to
be U.S. soil—a lot of people are not
aware of that but our embassies are
U.S. soil. Those are U.S. buildings,
those were U.S. employees, some U.S.
citizens—almost all U.S. employees.
Africans were killed.

What was our response? The Clinton
administration, with Mr. Clarke as the
head of counterterrorism, lobbed a few
cruise missiles, supposedly to get Mr.
bin Laden. We missed, but I com-
pliment them for trying.

What else did we do? Did we try
again? The answer is no. Did we send
special forces over there? The answer is
no. They killed 212 people in Nairobi, 11
people in Tanzania, over 4,000 people
injured, some of them critically, very
seriously injured, and what did we do?
We lobbed a few cruise missiles and hit
the desert. This was in August of 1998.

I kept waiting for the questioner to
say: Why didn’t we do more in 19987 I
heard him say: We were on a wartime
footing; we had a lot of meetings; I had
a lot of face time with President Clin-
ton; I talked with him about it; we
urged him to do more. Why didn’t we
do more?

I have only served with a few Presi-
dents but I could not help but think
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Ronald Reagan would have done more.
We had American soldiers who were
killed as a result of a terrorist bombing
in Germany, and Ronald Reagan sent
planes to Libya and sent a heck of a
signal to Mr. Qadhafi and, frankly, I
think he changed his terrorist ways to
some extent.

I can’t help but think President Bush
1 would have done more, and I know
President Bush 2, the current Presi-
dent, would have done a lot more.

President Clinton was President for 8
years, and Mr. Clarke was head of his
counterterrorism division for about 3
of those years. He worked in his admin-
istration in another capacity as well.
But we didn’t do hardly anything after
the 1998 bombings, which was a direct
assault on the United States and our
citizens, our people, our property, and
two poor countries in Africa, and we
did not do anything.

Later, the USS Cole was attacked on
October 12, 2000, and 17 people were
killed, 39 were wounded, and it was
pretty close to being a lot more serious
than that. We could have had hundreds
killed. Again, that was a direct attack
on the United States. Mr. Clarke was
still head of counterterrorism, and
what did we do then? The answer is
nothing. They might have had some
meetings, but they did not do any-
thing. They did not do anything visi-
ble, anything we could see. They did
not make concerted efforts.

Last week, I was watching on TV a
picture of bin Laden walking in Af-
ghanistan where we had satellites
viewing him, and we still did not do
anything. We did not have assets in the
region. Why? We had plenty of time to
put assets in the region to make a
change and maybe prevent 9/11/2001
from even happening, but maybe the
administration and maybe Mr. Clarke
were preoccupied or they did not have
it high on their priorities.

Those questions were not asked in
this program. Maybe, for whatever rea-
son, he has a vendetta against the cur-
rent President. I don’t know.

I also learned today from
Condoleezza Rice, the President’s Na-
tional Security Adviser, that Mr.
Clarke wanted a job in the new Depart-
ment of Homeland Security. I don’t
know what caused his change. I don’t
know what his motivation is. I am not
sure if he wants to sell books or is
looking for a job or what his efforts
are. But I am amazed at the neglect or
the lack of interest in the previous ad-
ministration after we had our embas-
sies attacked, after we had the USS
Cole attacked, and we had Americans
killed and hundreds of American em-
ployees killed.

We had thousands of people injured,
and we did not do anything. For him to
have the gall or the nerve to start
pointing a finger at President Bush
saying he did not do enough in fighting
the war on terrorism when Mr. Clarke
was actually in a position to really do
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something for 2 or 3 years during the
Clinton administration, I find unbe-
lievable. I cannot believe the press
would not ask, why did he not do more,
why did President Clinton not do
more? Why did we not respond? If we
would have responded in 1998, 1999, or
2000, maybe 9/11 would have never hap-
pened. It is unbelievable that kind of
attack would be made. Maybe it is for
political reasons. I do not know. It is
very sobering and startling.

I hope when he is in front of the cam-
eras or maybe when he is before a com-
mittee in Congress people ask him why
did he not do more when he was in a
position to do so.

It is also interesting to note on Octo-
ber 19, 2001, the Bush White House
issued a press release saying Mr.
Clarke was recently named special ad-
viser to the President for cyberspace
security. It is not the same. The Presi-
dent has an excellent team and he re-
ceives counsel from an excellent team.
With his national security adviser,
Condoleezza Rice, Vice President DICK
CHENEY, with Secretary of State Colin
Powell, the President has an excellent
team in foreign policy.

I am very disappointed in Mr.
Clarke’s comments. I think he should
be held accountable and questions need
to be asked of him.

I yield the remainder of my time, and
I suggest the absence of a quorum.

The PRESIDING OFFICER (Mr. COR-
NYN). The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the pending
Grassley amendment No. 2687 be agreed
to; provided further that I then be im-
mediately recognized to offer a further
second degree related to net operating
loss. I further ask consent that the
amendment then be agreed to, and the
underlying amendment No. 2686 be
agreed to, as amended, with the mo-
tions to reconsider laid upon the table.
I further ask consent that Senator
HARKIN then be recognized in order to
offer an amendment relating to over-
time; further, that no second degrees
be in order to that amendment prior to
a vote in relation to that amendment.

The PRESIDING OFFICER. The
Democratic whip.

Mr. REID. Reserving the right to ob-
ject, Mr. President, I think this is tre-
mendous progress. I commend the two
managers of the bill. They do work
well together, as everyone knows. But
I have heard—and I certainly do not
know if this is valid or not—there is
going to be an effort made later to-
night to try to invoke cloture on this
bill. I want everyone within the sound
of my voice to know we have spent
time here this afternoon with our man-
ager, and we have indicated that we be-
lieve we could whittle down signifi-

CONGRESSIONAL RECORD — SENATE

cantly the number of amendments that
are pending on this very important
piece of legislation.

The amendment Senator HARKIN is
going to offer is his amendment. We
have worked with the majority on
other occasions to have him not offer
this amendment in an effort to get im-
portant legislation passed. We can no
longer do that. It is long overdue that
the Senate speaks on this issue. I can
say, as I have indicated, to anyone lis-
tening, if there is an attempt to invoke
cloture on this legislation without an
up-or-down vote on the overtime
amendment offered by the Senator
from Iowa, there are no guarantees,
but I think it is going to be extremely
difficult to have cloture invoked on
this bill.

We want an up-or-down vote on this
overtime amendment. If there are ef-
forts made later tonight to file a mo-
tion to invoke cloture, I think the ma-
jority leader should know that I think
it is extremely doubtful that he would
get cloture on this bill.

Senator HARKIN has been talking
about offering this amendment on sev-
eral occasions, and we are going to go
forward. As I said, I want the majority
leader to know that I think it would be
extremely doubtful, without an up-or-
down vote on overtime, that he would
be able to get cloture on this bill. I
could be wrong, but I really kind of
doubt it.

I also want everyone to understand
that the reason for taking this bill
down is the inability of the minority to
get a vote on this overtime amend-
ment. It seems somewhat foolish to
pull down this very important bill for
this amendment. I cannot imagine why
the other side won’t let us vote. It has
passed before. It will pass again. The
overtime amendment will pass.

So having said that, I withdraw my
reservation.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

The amendment (No. 2687) was agreed
to.

AMENDMENT NO. 2882 TO AMENDMENT NO. 2686

Mr. GRASSLEY. Mr. President, then,
according to the unanimous consent
agreement, I send an amendment to
the desk for Senators BUNNING, LIN-
COLN, SANTORUM, CONRAD, and BAUCUS.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Iowa [Mr. GRASSLEY], for
Mr. BUNNING, for himself, Mrs. LINCOLN, Mr.
SANTORUM, Mr. CONRAD, and Mr. BAUCUS,
proposes an amendment numbered 2882 to
amendment No. 2686.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
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(Purpose: To provide for the extension of the
special net operating loss carryover provi-
sion)

At the end of the matter proposed to be in-
serted at the end of the bill, add the fol-
lowing:
SEC. . FIVE-YEAR CARRYBACK OF NET OPER-

ATING LOSSES.

(a) IN GENERAL.—Subparagraph (H) of sec-
tion 172(b)(1) is amended—

(1) by inserting ‘‘5-YEAR CARRYBACK OF CER-
TAIN LOSSES.—”’ after ‘““(H)’, and

(2) by striking ‘‘or 2002’ and inserting °°,
2002, or 2003”’.

(b) RULES RELATING TO CERTAIN EXTENDED
NET OPERATING LOSSES.—Section 172 is
amended by redesignating subsection (k) as
subsection (1) and by inserting after sub-
section (j) the following new subsection:

(k) RULES RELATING TO CERTAIN EX-
TENDED NET OPERATING LOSSES.—For pur-
poses of this section, in the case of a tax-
payer which has a net operating loss for any
taxable year ending during 2003 and does not
make an election under subsection (j), such
taxpayer shall be deemed to have made an
election under paragraphs (4)(E) and
(2)(C)(iii) of section 168(k) with respect to all
classes of property for such taxable year.

(c) TEMPORARY SUSPENSION OF 90 PERCENT
LIMIT ON CERTAIN NOL CARRYOVERS.—Sec-
tion 56(d)(1)(A)(ii)(I) (relating to general rule
defining alternative tax net operating loss
deduction) is amended—

(1) by striking ‘‘or 2002’ and inserting °°,
2002, or 2003”, and

(2) by striking ‘“‘and 2002’ and inserting °°,
2002, and 2003"".

(d) TECHNICAL CORRECTIONS.—

(1) Subparagraph (H) of section 172(b)(1) is
amended by striking ‘‘a taxpayer which
has’.

(2) Section 102(c)(2) of the Job Creation and
Worker Assistance Act of 2002 (Public Law
107-147) is amended by striking ‘‘before Janu-
ary 1, 2003” and inserting ‘‘after December
31, 1990°.

(3)(A) Subclause (I) of section 56(d)(1)(A)(1)
is amended by striking ‘‘attributable to
carryovers’’.

(B) Subclause (I) of section 56(d)(1)(A)(i) is
amended—

(i) by striking ‘‘for taxable years’ and in-
serting ‘‘from taxable years’’, and

(ii) by striking ‘“‘carryforwards’ and insert-
ing ‘‘carryovers’’.

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to net operating losses
for taxable years ending after December 31,
2002.

(2) TECHNICAL CORRECTIONS.—The amend-
ments made by subsection (d) shall take ef-
fect as if included in the amendments made
by section 102 of the Job Creation and Work-
er Assistance Act of 2002.

(3) ELECTION.—In the case of a net oper-
ating loss for a taxable year ending during
2003—

(A) any election made under section
172(b)(3) of such Code may (notwithstanding
such section) be revoked before April 15, 2004,
and

(B) any election made under section 172(j)
of such Code shall (notwithstanding such
section) be treated as timely made if made
before April 15, 2004.

(4) SPECIAL RULE FOR TAXPAYERS WITH TAX-
ABLE YEARS ENDING DURING JANUARY.—Any
taxpayer which has a taxable year ending
during January may elect under this para-
graph to apply section 172(b)(1)(H) of the In-
ternal Revenue Code of 1986 (as amended by
this section) to its taxable year ending in
2004 rather than its taxable year ending in
2003. If such election is made, then section
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172(k) of such Code (as added by this section)
shall be applied to the taxpayer’s taxable
year ending in 2004. Such election shall be
made in such manner and at such time as
may be prescribed by the Secretary of the
Treasury. Such election, once made, shall be
irrevocable.

(c) PRIOR SECTION To HAVE NO EFFECT.—
Notwithstanding section 311(e) of this Act,
such section, and the amendments made by
such section, shall not take effect.

Mr. BUNNING. Mr. President, I am
happy to join with my colleagues in of-
fering an amendment to address the
net operating loss NOL rules in the In-
ternal Revenue Code. The NOL
carryback and carryover rules are de-
signed to allow taxpayers to ease
swings in business income that result
from business cycle fluctuations and
unexpected financial losses.

I am certain that every Senator on
the floor will admit that the last few
years have been difficult for many
American companies. But we have fi-
nally turned the corner and are headed
to economic recovery. Businesses are
finally ready to reinvest in equipment
and, more importantly, create new
jobs. The NOL provisions increase the
cash flow of many struggling American
companies and help them to hire and
retain workers and fund capital invest-
ments.

Under current law, companies may
carry back NOL for 2 years. In the Job
Creation and Worker Assistance Act of
2002, however, we here in Congress rec-
ognized the difficult circumstances
that many American businesses have
found themselves in during recent
years and have granted them tem-
porary relief by allowing NOL to be
carried back for 5 years, rather than 2.
That b5-year carryback provision ex-
pired at the end of 2002.

I believe that it makes sense to ex-
tend the relief we have granted in the
past in the form of a b-year NOL
carryback for one additional year.
While the economy started showing
strong signs of economic recovery last
year, there were still many taxpayers
who incurred unexpected financial
losses in 2003. Now is not the time to
roll back important tax provisions that
are among the very reasons we are now
on the road to economic recovery. We
need to give American companies every
opportunity to expand and invest.

I led the fight with my colleague,
Senator CONRAD, to extend the b-year
carryback provision to 2003 when we
passed the bill before us out of the Fi-
nance Committee with strong bipar-
tisan support last fall. Senator CONRAD
and I were able to include in the Fi-
nance Committee-approved bill a 3-
year carryback for 2003. The amend-
ment I offer with my colleagues today
will expand upon what we achieved in
committee by simply returning the
NOL carryback rule for 2003 to the 5-
year period rather than the 3-year pe-
riod currently provided for in this leg-
islation.

This important amendment will give
much needed relief to U.S. employers
and provide an additional jump start to
our economy.
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Mr. BAUCUS. Mr. President, a funda-
mental feature of any income tax sys-
tem is the ability to use losses to re-
duce taxable gains. If a company has
gross income of $100,000 and losses of
$50,000, we don’t force the company to
pay tax on $100,000—they only pay tax
on net income.

But just as a company can have gross
income and losses within the same
year, a company can also have income
in one year and losses in the next.

Letting companies ‘‘carry-back”
their losses to prior years smooths
things out and helps companies deal
with the hardships of the business
cycle.

And it is important to be able to
carry losses back. Carrying losses for-
ward doesn’t give taxpayers a boost
when they need it.

Carrying losses forward only gives
them a boost after things have already
turned around.

Many businesses have been in hard
times for the last 3 or 4 years. Giving
them a 1- or a 2-year NOL carryback
doesn’t help them—because they don’t
have any profits in the last few years.

For many of these companies, the
last year they were profitable was 1999
or even earlier. These companies will
be able to use a b-year NOL carryback
to help them turn things around.

I urge you to support this amend-
ment, to help get our economy going
again.

For example, the timber industry in
Montana and many parts of the North-
west was profitable in the late 1990s.
But many of these timber companies—
both large and small—have fallen on
hard times in the last few years. The
terrorist attacks of 9/11, the economic
downturn, and the wildfires of last
summer have taken their toll on these
timber companies.

These companies paid large tax bills
when things were going well. But how
that they are struggling they can’t get
any of those taxes back.

If they had a smoother, more con-
sistent pattern of earnings, they would
have paid less tax over the course of
the last 5 years. Instead, the boom-bust
cycle that has actually played out is
giving them higher tax bills overall.

This NOL provision will ensure that
these timber companies—and many
other companies in cyclical indus-
tries—pay an appropriate amount of
tax over time. It will give them a boost
in those unprofitable years when they
need it most.

The PRESIDING OFFICER. Under
the previous order, the question is on
agreeing to the amendment. The
amendment is agreed to.

The amendment (No. 2882) was agreed
to.

VOTE ON AMENDMENT NO. 2686

The PRESIDING OFFICER. The
question is on agreeing to the under-
lying amendment, as amended.

Without objection, the amendment,
as amended, is agreed to.

The amendment (No. 2686), as amend-
ed, was agreed to.
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The PRESIDING OFFICER. Under
the previous order, the motions to re-
consider are laid upon the table.

The Senator from Iowa.

AMENDMENT NO. 2881

Mr. HARKIN. Mr. President, I call up
amendment No. 2881 and ask for its im-
mediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Iowa [Mr. HARKIN], for
himself, Mr. KENNEDY, Mr. SARBANES, Mr.
KERRY, and Ms. MIKULSKI, proposes an
amendment numbered 2881.

Mr. HARKIN. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To amend the Fair Labor Stand-

ards Act of 1938 to clarify provisions relat-

ing to overtime pay)

At the appropriate place, insert the fol-
lowing:

SEC.  .PROTECTION OF OVERTIME PAY.

Section 13 of the Fair Labor Standards Act
of 1938 (29 U.S.C. 213) is amended by adding at
the end the following:

“(k)(1) The Secretary shall not promulgate
any rule under subsection (a)(1) that exempts
from the overtime pay provisions of section
7 any employee who would not be exempt
under regulations in effect on March 31, 2003.

“(2) Any portion of a rule promulgated
under subsection (a)(1) after March 31, 2003,
that exempts from the overtime pay provi-
sions of section 7 any employee who would
not otherwise be exempt if the regulations in
effect on March 31, 2003, remained in effect,
shall have no force or effect.”.

Mr. HARKIN. Mr. President, I appre-
ciate my colleague from Iowa, the Sen-
ator from Montana, and also Senator
REID, our assistant leader on this side,
for working out this agreement. As I
have said all along, all we want is de-
bate and a vote on the overtime issue.

This is an important issue that has
come to a head right now because the
administration shortly will be issuing
final regulations on this issue without
really having duly consulted with Con-
gress. These regulations could take
away the right to overtime pay for
over 8 million American workers.

So I hope we can have a good debate
on this, probably tomorrow—not to-
night but tomorrow. Certainly I have
discussed this with the Senator from
Montana. We would be willing to enter
into a time agreement.

I have heard some talk around that
the other side, the Republican side,
will now file a cloture motion. Obvi-
ously, if that cloture motion wins, then
my amendment fails because it is
‘“‘nongermane.”

Now, we just saw—and I did not ob-
ject to the amendments just being
adopted which have to do with some
extenders. There were some other
things added. Those are also non-
germane to the bill. So the other side
cannot make the argument that they
are not going to allow nongermane
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amendments to this bill. We just adopt-
ed a whole bunch of nongermane
amendments to this bill. So that is
fine. We do that all the time around
here.

I hope we can have a good debate on
this overtime issue and have an up-or-
down vote. I can assure the other side
that if their goal is to cut off this
amendment by filing a cloture motion,
we will do all we can on this side to
deny cloture on this bill until we have
a vote on the overtime amendment.

With that, Mr. President, I yield the
floor and look forward to the debate to-
morrow on overtime.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I
would like to comment on the remarks
of the Senator from Nevada. He men-
tioned the possibility of a cloture mo-
tion. My colleague from Iowa also men-
tioned that possibility, and it could be
a possibility. But I hope that will not
poison the waters as we still try to
reach agreement on this amendment
and try to reach agreement on getting
to finality on this bill.

I, along with Senator BAUCUS, have
urged that we not have a cloture mo-
tion. That, of course, is a leadership de-
cision. I would urge my colleagues to
think in terms of the fact that it takes
48 hours for that motion to mature so
it can be voted upon. That will be time
for us to see if we can work out agree-
ments not only on the pending amend-
ment but also on any other amend-
ments that may be adopted, and then,
if so, the cloture motion could be viti-
ated.

I hope Members will look down the
road at the goal of this legislation.
That goal is to create jobs that are
going to be very difficult to create if
we are stuck with sanctions put on our
manufacturing by the European Union.
We already have 5-percent sanctions. It
is going to go up 1 percent a month
until it gets to 17 percent. Between
now and the election, that is going to
add up to at least 12-percent sanctions.

I hope both sides of the aisle will
agree that it is already very difficult
for U.S. manufacturing to compete in
the global economy. A 17-percent pen-
alty after 1 year is just like a 17-per-
cent sales tax. That is going to make
our manufacturing exports much more
uncompetitive. Since everybody is con-
cerned about creating and preserving
jobs, keeping American manufacturing
strong, competitive, passage of this
legislation is very important.

We all have amendments we want to
get adopted. We want the Senate to
consider amendments, whether ger-
mane or nongermane. There is plenty
of opportunity between now and ad-
journment of this Congress to consider
these amendments. In the meantime, if
we don’t pass this legislation this
week, we are going to have a 6-percent
penalty in April, a 7-percent penalty in
May. I hope we can get this legislation
passed very soon so we can get rid of
all those sanctions against our prod-
ucts.
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In the meantime we have reduced the
corporate tax for manufacturing in
America by 3 percentage points, and
that is going to make it possible for
the cost of capital in America to be
less expensive and make American
manufacturing much more competitive
and, in the process, preserve jobs and
create jobs.

I yield the floor and suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant journal clerk proceeded
to call the roll.

Mr. McCONNELL. Mr. President, I
ask unanimous consent the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr. F112-
GERALD). Without objection, it is so or-
dered.

Mr. McCONNELL. Mr. President, I
ask unanimous consent that amend-
ment No. 2686, which was previously
agreed to, be considered to have been
agreed to without amendment; further,
I ask unanimous consent amendment
No. 2687, which was also previously
agreed to, be considered as having been
agreed to as a first-degree amendment,
amended by amendment No. 2882.

The PRESIDING OFFICER. Without
objection, it is so ordered.

MOTION TO RECOMMIT WITH AMENDMENT NO. 2886

Mr. McCONNELL. Mr. President, on
behalf of the majority leader, I now
move to recommit the pending bill to
the Committee on Finance with in-
structions to report back forthwith,
with the amendment that is at the
desk.

The PRESIDING OFFICER. The
clerk will report the motion.

The assistant legislative clerk read
as follows:

The Senator from Kentucky [Mr. McCON-
NELL], for Mr. FRIST, moves to recommit the
bill, S. 1637, to the Committee on Finance
with instructions to report back forthwith
with an amendment No. 2886, by Mr. McCON-
NELL, for Mr. FRIST.

Mr. REID. I ask unanimous consent
the reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The amendment is printed in today’s
RECORD under ‘‘Text Of Amendments.””)
CLOTURE MOTION

Mr. McCONNELL. Mr. President, I
have sent the cloture motion on the
motion to recommit to the desk. I ask
the mandatory quorum under rule XXII
be waived.

The PRESIDING OFFICER. The clo-
ture motion having been presented
under rule XXII, the Chair directs the
clerk to read the cloture motion.

The assistant legislative clerk read
as follows:

CLOTURE MOTION

We, the undersigned Senators, in accord-
ance with the provisions of rule XXII of the
Standing Rules of the Senate, do hereby
move to bring to a close debate on the pend-
ing motion to recommit to the Committee
on Finance, Calendar No. 381, S. 1637.

Bill Frist, Charles E. Grassley, Jon Kyl,
Jim Bunning, Lindsey O. Graham,
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Mike Enzi, Trent Lott, Mitch McCon-
nell, Craig Thomas, Orrin G. Hatch,
Gordon Smith, Rick Santorum, Robert
F. Bennett, John Ensign, Olympia J.
Snowe, Kay Bailey Hutchison, Don
Nickles.

The PRESIDING OFFICER. Without
objection, the mandatory quorum call
under rule XXITI is waived.

———

MORNING BUSINESS

Mr. McCONNELL. I ask unanimous
consent the Senate now proceed to a
period of morning business, with Sen-
ators permitted to speak for up to 5
minutes each.

The PRESIDING OFFICER. Without
objection, it is so ordered.

————

STATEMENT FROM THE PRESI-
DENT PURSUANT TO WAR POW-
ERS RESOLUTION

Mr. STEVENS. Mr. President, I ask
unanimous consent that the attached
statement from the President of the
United States be entered into the
RECORD today pursuant to the War
Powers Resolution and P.L. 107-243 and
P.L. 102-1, as amended.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

THE WHITE HOUSE,
Washington, March 20, 2004.
Hon. TED STEVENS,
President pro tempore of the Senate,
Washington, DC.

DEAR MR. PRESIDENT: In the interests of
improving the efficiency of the reporting
process and to increase the utility of reports
to the Congress, consistent with the War
Powers Resolution, I have decided to consoli-
date supplemental reports I provide to the
Congress regarding the deployment of U.S.
combat-equipped armed forces in a number
of locations around the world. This consoli-
dated report is part of my efforts to keep the
Congress informed about such deployments
and covers operations in support of the glob-
al war on terrorism (including in Afghani-
stan), Kosovo, Bosnia and Herzegovina, and
Haiti. Operations in Iraq are a critical part
of the war on terror, and it is my intention
to continue to provide, consistent with the
War Powers Resolution, information regard-
ing the deployment of U.S. forces in Iraq in
the reports to the Congress under Public
Law 107-243 and Public Law 102-1, as amend-
ed.

THE GLOBAL WAR ON TERRORISM

Since September 24, 2001, I have reported,
consistent with Public Law 107-40 and the
War Powers Resolution, on the combat oper-
ations in Afghanistan against al-Qaida ter-
rorists and their Taliban supporters, which
began on October 7, 2001, and the deployment
of various combat-equipped and combat-sup-
port forces to a number of locations in the
Central, Pacific, and Southern Command
areas of operation in support of those oper-
ations and of other operations in our global
war on terrorism.

United States efforts in the campaign in
Afghanistan continue to meet with success,
but as I have stated in my previous reports,
the U.S. war on terror will be lengthy.
United States Armed Forces, with the assist-
ance of numerous coalition partners, con-
tinue to conduct the U.S. campaign to elimi-
nate the primary source of support to the



S2854

terrorists who viciously attacked our Nation
on September 11, 2001. These operations have
been successful in seriously degrading al-
Qaida’s training capability and virtually
eliminating the Taliban’s ability to brutalize
the Afghan people and to harbor and support
terrorists. Pockets of Al-Qaida and Taliban
forces, however, remain a threat to U.S. and
Coalition forces and to the Afghan govern-
ment and Afghan people. United States, Coa-
lition, and Afghan forces are actively pur-
suing and engaging remnant Taliban and al-
Qaida fighters.

The United States continues to detain sev-
eral hundred al-Qaida and Taliban fighters
who are believed to pose a continuing threat
to the United States and its interests. The
combat-equipped and combat-support forces
deployed to Naval Base, Guantanamo Bay,
Cuba, in the U.S. Southern Command area of
operations since January 2002, continue to
conduct secure detention operations for the
approximately 610 enemy combatants at
Guantanamo Bay.

In furtherance of the U.S. worldwide ef-
forts against terrorists who pose a con-
tinuing and imminent threat to the United
States, our friends and allies, and our forces
abroad, the United States continues to work
with friends and allies in areas around the
globe. For example, combat-equipped and
combat-support forces deployed to Georgia
to assist in training and equipping the Geor-
gian government’s forces will be completing
their task in May 2004. United States com-
bat-equipped and combat-support forces are
also located in Djibouti. The U.S. forces
headquarters element in Djibouti provides
command and control support as necessary
for military operations against al-Qaida and
other international terrorists in the Horn of
Africa region, including Yemen. These forces
also assist in enhancing counterterrorism ca-
pabilities in Kenya, Ethiopia, Yemen, Eri-
trea, and Djibouti. The United States is en-
gaged in a continuous process of assessing
options for working with other nations to as-
sist them in this respect.

Additionally, the United States continues
to conduct maritime interception operations
on the high seas in the U.S. Central, Euro-
pean, and Pacific Command areas of respon-
sibility. These maritime operations have re-
cently expanded into the U.S. Southern and
Northern Command areas of responsibility to
stop the movement, arming, or financing of
international terrorists.

It is not possible to know at this time ei-
ther the duration of combat operations or
the scope and duration of the deployment of
U.S. Armed Forces necessary to counter the
terrorist threat to the United States. I will
direct additional measures as necessary in
the exercise of the U.S. right to self-defense
and to protect U.S. citizens and interests.
Such measures may include short-notice de-
ployments of special operations and other
forces for sensitive operations in various lo-
cations throughout the world.

NATO-LED KOSOVO FORCE (KFOR)

As noted in previous reports regarding U.S.
contributions in support of peacekeeping ef-
forts in Kosovo, most recently on November
14, 2003, the U.N. Security Council authorized
member states to establish KFOR in U.N. Se-
curity Council Resolution 1244 of June 10,
1999. The mission of KFOR is to provide an
international security presence in order to
deter renewed hostilities; verify, and, if nec-
essary, enforce the terms of the Military
Technical Agreement between NATO and the
Federal Republic of Yugoslavia (which is
now Serbia and Montenegro); enforce the
terms of the Undertaking on Demilitariza-
tion and Transformation of the former
Kosovo Liberation Army; provide day-to-day
operational direction to the Kosovo Protec-
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tion Corps; and maintain a safe and secure
environment to facilitate the work of the
U.N. Interim Administration Mission in
Kosovo (UNMIK).

Currently, there are 18 NATO nations con-
tributing to KFOR in addition to the 18 non-
NATO nations that provide forces. The U.S.
contribution to KFOR in Kosovo is about
1,900 U.S. military personnel, or approxi-
mately 17,600 personnel. Additionally, U.S.
military personnel occasionally operate from
Macedonia, Albania, and Greece in support of
KFOR operations. Eighteen non-NATO con-
tributing countries also participate with
NATO forces in providing military personnel
and other support personnel to KFOR.

The U.S. forces have been assigned to a
sector principally centered around Gnjilane
in the eastern region of Kosovo. For U.S.
KFOR forces, as for KFOR generally, main-
taining a safe and secure environment re-
mains the primary military task. The KFOR
operates under NATO command and control
and rules of engagement. The KFOR coordi-
nates with and supports UNMIK at most lev-
els, provides a security presence in towns,
villages, and the countryside, and organizes
checkpoints and patrols in key areas to pro-
vide security, protect minorities, resolve dis-
putes, and help instill in the community a
feeling of confidence. By the end of 2003,
UNMIK had transferred all non-reserved
competencies under the Constitutional
Framework document to the Kosovar Provi-
sional Institutions of Self-Government
(PISG). The PISG includes the President,
Prime Minister, and Kosovo Assembly, and
has been in place since March 2002.

NATO continues formally to review
KFOR’s mission at 6-month intervals. These
reviews provide a basis for assessing current
force levels, future requirements, force
structure, force reductions, and the eventual
withdrawal for KFOR. NATO has adopted the
Joint Operations Area plan to regionalize
and rationalize its force structure in the Bal-
kans. The KFOR has transferred full respon-
sibility for public safety and policing to the
UNMIK international and local police forces
throughout Kosovo except in the area of
Mitrovica, where the responsibility is shared
due to security concerns. The UNMIK inter-
national police and local police forces have
also begun to assume responsibility for
guarding patrimonial sites and established
border-crossing checkpoints.

NATO-LED STABILIZATION FORCE IN BOSNIA AND
HERZEGOVINA (SFOR)

As noted in previous reports regarding U.S.
contributions in support of peacekeeping ef-
forts in the former Yugoslavia, most re-
cently on January 22, 2004, the U.N. Security
Council authorized member states to con-
tinue SFOR for a period of 12 months in U.N.
Security Council Resolution 1491 of July 11,
2003. The mission of SFOR is to provide a fo-
cused military presence in order to deter
hostilities, stabilize and consolidate the
peace in Bosnia and Herzegovina, contribute
to a secure environment, and perform key
supporting tasks including support to the
international civil presence in Bosnia and
Herzegovina.

The U.S. force contribution to SFOR in
Bosnia and Herzegovina is about 1,100 per-
sonnel. United States personnel comprise ap-
proximately 9 percent of the approximately
12,000 personnel assigned to SFOR. NATO has
agreed to reduce the size of the force to 7,000
personnel by June 2004. United States par-
ticipation is expected to be reduced propor-
tionately. Currently, 16 NATO nations and 11
others provide military personnel or other
support to SFOR. Most U.S. forces in Bosnia
and Herzegovina are assigned to Multi-
national Brigade, North, headquartered near
the city of Tuzla. The U.S. forces continue to
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support SFOR efforts to apprehend persons
indicted for war crimes and to conduct
counterterrorism operations.

MULTINATIONAL INTERIM FORCE IN HAITI

As I reported on February 25 and March 2,
2004, the United States deployed combat-
equipped and combat-support personnel to
Haiti in order to secure key facilities, facili-
tate the continued repatriation of Haitian
migrants, help create conditions in the cap-
ital for the anticipated arrival of the Multi-
national Interim Force authorized by U.N.
Security Council Resolution 1529, and for
other purposes consistent with Resolution
1529. Additional U.S. forces have since been
deployed to Haiti, bringing the total of U.S.
combat-equipped and combat-support forces
in Haiti to approximately 1,800. It is possible
that additional U.S. forces will be deployed
to Haiti in the future; however, it is antici-
pated that U.S. forces will redeploy when the
Multinational Interim Force has
transitioned to a follow-on United Nations
Stabilization Force.

I have directed the participation of U.S.
Armed Forces in all of these operations pur-
suant to my constitutional authority to con-
duct U.S. foreign relations and as Com-
mander in Chief and Chief Executive. Offi-
cials of my Administration and I commu-
nicate regularly with the leadership and
other members of Congress with regard to
these deployments, and we will continue to
do so.

Sincerely,
GEORGE W. BUSH.

————
GOVERNOR JOHN CARL WEST

Mr. HOLLINGS. Mr. President, yes-
terday South Carolina lost a valuable
public servant and I lost a very dear
friend. Some 66 years ago John Carl
West and I came to the Citadel as
freshmen. The attention of the fresh-
men in those days was responding to
the howling orders of the upperclass-
men. But it wasn’t long before John
came to my attention. We both had
COL Carl Coleman in political science
and Colonel Coleman loved those Time
magazine articles on public events. He
would spring them on the class with a
test. I would barley know half of the
answers, but John Carl would get 100
every time. I felt I ought to pay closer
attention to the smartest in a class of
525. In those days, at different heights,
we were in different companies and dif-
ferent barracks, but we got thrown to-
gether on the Roundtable in the Inter-
national Relations Club. I learned
quickly that John was not only the
academician but long on common
sense.

Along with the other members of our
class, John and I both left for the war
shortly after graduation, but we ended
up in the same class at the University
of South Carolina Law School after the
war. I got home the day after Thanks-
giving in 1945 and Dean Friersen al-
lowed that I could audit the classes and
take the exams in January and if I
passed them then I could be considered
a law school student. Many in the class
furnished me their notes, most notably
John West. By January the 17th I was
through the first semester and by May
already through the first year. John
and I and others marched on the legis-
lature so that we veterans could con-
tinue in the summer and by August the
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following year I was through a 3-year
course in less than 2 years. But I
couldn’t keep up with John. He was in
a bigger rush, passing the bar exam be-
fore graduation, teaching at the uni-
versity and forming a law partnership.

I used to kid him that I was catching
up when in one election he was running
for the State Senate and I was running
for Lieutenant Governor. I carried
Kershaw County by 1,200 votes and he
became the Kershaw County Senator
by three. John was more or less my
lawyer when I was Governor. As a
young Governor I needed help. My
strong suit was that I knew the general
assembly intimately, having been the
presiding officer in both houses, so I
had a three-man committee in the
house with Floyd Spence, Rex Carter
and Bob McNair, and a three-man com-
mittee on the senate side with Billy
Goldberg, Marshall Parker and John
West. West was astute and could imme-
diately point the conflicts in a dif-
ferent way to get things done. This
house-senate group would, off the
record, vet all of my initiatives. Work-
ing together, most all of them got done
and not a single veto was overridden in
that 4-year period.

When West ran for Governor, South
Carolina faced its toughest and most
heated political choice. The school dis-
crimination decision had hit with full
force and so had racial politics. The
school busses were being overturned. I
had already been elected twice to the
U.S. Senate and so I could give my
schoolhood friend some help. South
Carolina was lucky that John West be-
came the Governor. He didn’t mind
using his political capital to get things
done. John moved immediately to set a
course for racial harmony in South
Carolina with the appointment of
James Clyburn as the head of the
Human Relations Committee. The Cly-
burn decisions on the most sensitive
situations had the full force and sup-
port of Governor West. A new day and
a new direction for the State was set.
The same was true with labor. A flood
of industry had commenced by 1971 and
the resistance of national labor was
hitting the work force and commu-
nities of the State. Again, Governor
West responded with the appointment
of Ed McGowan, backing him up 100
percent. In the field of mental health,
Governor West again set the tone and
direction of mental illness treatment
in South Carolina. Working with his
brilliant wife, Lois, the cottage system
in mental health clinics was launched,
which today still makes South Caro-
lina a forerunner in mental illness
treatment.

But I guess it was John’s appoint-
ment as Ambassador to Saudi Arabia
that brought out the unique combina-
tion of personality and brilliance. I
know the Arabs I—invaded Algeria and
Tunisia in World War II and the tribal
way of life was next to impossible. To
form national policy and protect the
United States interests with one of
these countries isn’t easy. The King-
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dom felt that not only was John West
close to President Carter, but he was
almost family. He handled the
knottiest problems with the greatest of
ease. I used to kid him on several occa-
sions, as he handled difficult problems,
that that was the Arab blood in him.
At the end of all these important po-
litical offices John didn’t retire. He
maintained a vital interest in every-
thing effecting the State of South
Carolina. Like me, many would con-
tinue to call on him to see what John
thought about a situation and he read-
ily gave of his time and leadership. He
had instituted a Chair in International
Studies at the Citadel, continued to in-
struct political science at the Univer-
sity of South Carolina and on national
problems was always conversant and
wise. Many at home didn’t realize the
events of Washington, but John was my
best read friend as well as my best
friend. The truth is, he is the best
friend that South Carolina ever had.

———

HONORING OUR ARMED FORCES

CLINT D. FERRIN, U.S. ARMY

Mr. HATCH. Mr. President, some ask
what is the hardest duty that a Sen-
ator faces. This is that task. Today, I
rise with heavy heart to pay tribute to
another son of Utah who has made the
ultimate sacrifice so that others may
be free. This patriot’s name was SSG
Clint Ferrin, he was a member of the
elite, the 82nd Airborne Division. To all
that knew him he exceeded, in every
way, his division’s motto: He was truly
an ‘‘All American.”

We, the citizens of the State of Utah,
had the privilege of knowing Sergeant
Ferrin as he grew up in Garland and
Ogden. His commitment to service
started at a young age when he became
an Eagle Scout. That commitment to
service, to helping others and truly
making a difference was reflected in
his choice to become a solider. But he
was not just a soldier, he was a para-
trooper, knowing full well that when a
challenge faced our Nation he would be
one of the first to be called. This was
reflected in where he served: Afghani-
stan, Kosovo, Bosnia, Africa, and fi-
nally Iraq.

These will be trying times for his
wife, his son, age 7, and his daughter,
age 3. But they should know this:
though we can do little to alleviate
your loss, we will always honor Ser-
geant Ferrin, he was a true ‘“‘All-Amer-
ican” and a hero when his Nation need-
ed them most.

And so, another name has been added
to Utah’s List of Honor: SSG Clint D.
Ferrin of the Army’s 82 Airborne Divi-
sion. His name and the service he per-
formed is something that I shall never
forget. I shall always honor him and
his family.

——
RICHARD BRIAN WILSON

Mr. LOTT. Mr. President, I rise today
to pay tribute to a departing staff
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member who has worked with me in
my Washington office for the last 5
years. Richard Brian Wilson, who has
served as my legislative assistant, is
departing my staff this week to return
home to Mississippi. I wanted to take
this opportunity to thank him for his
dedicated serve and to wish him the
very best as he pursues new career op-
portunities.

Those who know Brian know of his
keen interest in State and local poli-
tics. A native of Macon, MS, he has
been involved in politics since high
school. In fact, his fellow staff mem-
bers have jokingly referred to him as a
“walking encyclopedia of Mississippi
politics.” I have no doubt this exper-
tise will serve him well as he returns
home to Mississippi.

Brian graduated from the University
of Mississippi in 1998 with a Bachelor of
Arts degree in Political Science and
History. Throughout his tenure at Ole
Miss he was involved in numerous ex-
tracurricular activities where his lead-
ership abilities became apparent. For
instance, he served as Vice President of
Pi Kappa Alpha fraternity, Student
Body Vice President, and Student Body
Senator. In recognition of his contribu-
tions to the university, I understand
Brian was once named Student Body
Senator of the Year. He also spent a
great deal of time during his college
years volunteering on political cam-
paigns throughout the State.

During the fall of 1998, Brian served
as an intern in the district office of
Congressman Chip Pickering. Imme-
diately following his internship, in
January 1999, Brian came to work for
me in my Washington office. Through-
out his service on my staff, Brian has
grown in his ability to help me service
my constituents and address a wide va-
riety of needs and issues for Mississip-
pians. He has handled issues ranging
from appropriations to homeland de-
fense, as well as environment and pub-
lic works, agriculture, natural re-
sources and interior, small business,
rural development, and Indian affairs.
Through his work on appropriations
bills, such as Energy and Water Devel-
opment, Agriculture, Interior, and VA-
HUD, Brian has helped me steer mil-
lions of dollars in Federal funding to
large and small communities all across
Mississippi. In the process, we have im-
proved infrastructure, created hope and
opportunity in communities where
none existed before, and provided a bet-
ter quality of life for Mississippians
throughout the State.

For example, Brian has helped me se-
cure Federal funds to improve water
and wastewater systems in areas of
Mississippi, such as DeSoto County,
Jackson County, Fayette County, the
city of Gulfport, Hancock County, and
Madison County. He has worked to im-
prove the infrastructure at our State’s
ports including the Port of Pascagoula
and the State port at Gulfport. He was
instrumental in helping me secure the
initial funding for an environmental
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infrastructure pilot program in Mis-
sissippi which has since helped fund nu-
merous environmental infrastructure
projects around the State. Brian also
worked to help me secure the final
funding necessary to complete con-
struction of a new Federal courthouse
in Gulfport. Of course, one of the
things of which I know he is most
proud is our work to help his home-
town, the city of Macon. Through ex-
pansion of their water and sewer sys-
tems and a new multi-purpose facility
to be constructed, we have begun to
bring hope to this poverty-stricken
area of our State.

Brian is truly one of those unique in-
dividuals who has a thirst for knowl-
edge about the issue areas he is as-
signed. He has spend countless hours
over the past b years reading news arti-
cles, books, papers, academic journals,
and industry publications to keep him-
self apprised of the latest events, issues
and concerns relative to his assigned
issues. In fact, I would venture to guess
that he knows as much as just about
anyone with regard to the many his-
toric properties and places in Mis-
sissippi that he has worked hard to
help me protect and provide resources
for. Properties such as the Battle of
Corinth Interpretive Center in north-
east Mississippi, L.Q.C. Lamar’s home
in Oxford, and General Pemberton’s
headquarters at Vicksburg are just as
few of those.

Although Brian is leaving Wash-
ington, I have no doubt the knowledge
he has gained through his work here
will serve him well in his new capacity
as Special Assistant to the Executive
Director of the Mississippi Department
of Marine Resources. In this position,
Brian will serve as liaison for the De-
partment with the Federal and State
legislatures, as well as local govern-
ments throughout Mississippi and par-
ticularly along our Gulf Coast.

While we all certainly will miss
Brian, I know he is looking forward to
returning to our home State and par-
ticularly to the warm climate of the
Mississippi Gulf Coast. And although
fresh seafood, the warm gulf climate,
and unlimited fishing opportunities
certainly justify Brian’s move home, 1
know this move was compelled by his
desire to be closer to family and
friends, particularly his younger sister
in whom he has expressed enormous
pride throughout his stay in Wash-
ington.

I wish to thank Brian for 5 years of
dedicated service to me and to the peo-
ple of Mississippi. I wish him the abso-
lute best in this transition and in all of
his future endeavors.

———

ADDITIONAL STATEMENTS

LOCAL LAW ENFORCEMENT ACT
OF 2003

e Mr. SMITH. Mr. President, I rise
today to speak about the need for hate
crimes legislation. On May 1, 2003, Sen-
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ator KENNEDY and I introduced the
Local Law Enforcement Enhancement
Act, a bill that would add new cat-
egories to current hate crimes law,
sending a signal that violence of any
kind is unacceptable in our society.

On April, 2000, in Keene, NH, a 19-
year-old was sentenced to 3 years of
probation for carving antigay epithets
into a student’s back the preceding
year.

I believe that Government’s first
duty is to defend its citizens, to defend
them against the harms that come out
of hate. The Local Law Enforcement
Enhancement Act is a symbol that can
become substance. I believe that by
passing this legislation and changing
current law, we can change hearts and
minds as well.®

————

DR. NORMAN BORLAUG

e Mr. BOND. Mr. President, it is my
distinct privilege to rise today to pay
special tribute to the one of the world’s
foremost physiologists, Dr. Norman
Borlaug. Dr. Borlaug is widely credited
as the father of the 1960s Green Revolu-
tion, a movement that has continued
to cure hundreds of millions of people
around the globe from starvation. It is
very likely that Dr. Borlaug is directly
responsible for saving more lives than
anyone else in the twentieth century.

Born in Cresco, IA on March 25, 1914,
Dr. Borlaug was raised on livestock
farm before attending the University of
Minnesota as a biology student and a
member of the University’s wrestling
team. After graduation, in addition to
being inducted to the University’s Hall
of Fame for his wrestling record, Dr.
Borlaug carefully balanced teaching
while successfully working on the de-
velopment of several new strains of dis-
ease-resistant wheat. The new strand
of wheat went on to be widely utilized
in Mexico, Pakistan, and India and led
to dramatic increases in food produc-
tion, in turn earning Dr. Borlaug the
Nobel Peace Prize in 1970. The Dallas
Morning News attests his lifelong dedi-
cation to physiology to growing up
among the food shortages of the Great
Depression: ‘‘“The sight of farm failures,
sheriff’s sales and hungry children
would stay with him and influence his
choices for the rest of his life.” Dr.
Borlaug added in his own words, ‘I saw
all that unfold. And I think that had
something to do with how things
turned out.”

Dr. Borlaug has certainly earned the
right to slow down after his many
years of hard work, but he continues,
even at age 90, to a be a leader in the
development and implementation of
new technologies, in effect, ensuring
the world’s most needy adequate food
supplies. He often travels to Asia and
Africa, Europe and Latin America to
help the public understand the value
and potential of new biotechnology,
while respecting and preserving the en-
vironment. In addition to his efforts
globally, Dr. Borlaug is helping farm-
ers make a living by leading the fight
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against wealthy and well-fed anti-tech-
nology protectionists in Europe.

Some would rest after a Nobel Peace
Prize and many others would certainly
take the opportunity to reward them-
selves and their family—deservedly—by
answering lucrative offers from the pri-
vate sector. In a world where 800 mil-
lion children are hungry and even more
live on less than one dollar a day, Dr.
Borlaug has never stopped fighting,
teaching, inventing, or caring. It is
clear that Dr. Borlaug is inspired by
the rewards his efforts yield for others.

Missouri’s renowned plant scientist,
George Washington Carver words are
appropriate when used to describe Dr.
Borlaug: ‘“‘No individual has any right
to come into the world and go out of it
without leaving behind him distinct
and legitimate reasons for having
passed through it.”” So very few of a
talented world, billions strong, have
met this test to the extent that Dr.
Borlaug has. He has selflessly and tire-
lessly developed his gifts from God on
behalf of millions and billions of des-
perate people he does not know, and
who will never know whom to thank.

I also thank Mrs. Borlaug and the
rest of the Borlaug family, on the be-
half of the people of the State of Mis-
souri, America, and throughout the
world, for sharing Norman’s attention
for all these years.

Dr. Borlaug will soon gain status as
the world’s youngest 90 year old. I
speak for all in thanking him for his
lifelong dedication to agriculture and I
sincerely wish him a happy birthday.
The world owes Dr. Borlaug endless
amounts of gratitude and we will look
forward to celebrating his achieve-
ments again on his 100th birthday.e

———
NATIONAL AGRICULTURE WEEK

e Mr. JOHNSON. Mr. President, in my
home State of South Dakota and
across America, hardworking men and
women tirelessly contribute to the pro-
duction of our Nation’s food supply.
These men and women consistently
preserve the safety and wholesomeness
of the commodities they produce, en-
suring America’s food security and
contributing substantially to our over-
all well-being. During National Agri-
culture Week, I would like to take this
opportunity to thank and celebrate our
Nation’s farmers for producing plenti-
ful and healthful harvests, and in the
face of so many challenges.

While agriculture can be a very re-
warding endeavor, a farmer experiences
myriad challenges outside of their con-
trol which affect their bottom line. Re-
gardless of commodity or region, to-
day’s family farmer is affected by
weather conditions, market concentra-
tion, fluctuating prices, uncertain for-
eign markets, and an ever-changing
landscape in the agricultural industry.
Family farms in my home State of
South Dakota, and across America, not
only labor to produce our Nation’s food
supply, but also to preserve our rural
heritage. Agriculture is an economic
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engine that runs our rural commu-
nities, and it is an essential component
of a stable and productive America.

Despite these challenges, I am hope-
ful for our Nation’s producers and be-
lieve that several factors, including our
farmers’ own persistence and dedica-
tion, will contribute to their future
successes in the industry. While we
continue to struggle with budgetary
constraints, I do believe that we will be
successful in ensuring that money is
allocated for small and medium-sized
producers. We must make certain that
our Nation’s family farms, which com-
prise the majority of producers, have
sufficient access to agriculture funds.
The adoption of an amendment to this
year’s Budget Resolution, which I sup-
ported, would alter payment limita-
tions and cap excessive compensation
to large farms. This money would in-
stead be channeled toward worthwhile
and essential conservation and develop-
ment programs, which are beneficial to
producers in South Dakota and across
the Nation.

I also believe that fair trade is nec-
essary to ensure our farmers get a fair
deal and a fair price for their product.
Too often, the market price a farmer
receives for his or her product doesn’t
reflect the financial and personal in-
vestment that a producer makes during
the growing season and throughout the
year. I am confident that new opportu-
nities, like the recently announced
trade with China involving quality
South Dakota wheat, will open new
doors and foster additional opportuni-
ties. I also believe that increasing
awareness of the negative impacts of
some trade agreements, including the
Free Trade Agreement with Australia,
will aid us in developing a firm base to
oppose such measures and encourage
more productive trading possibilities.

Lastly, I am confident that Country
of Origin Labeling, COOL, will greatly
benefit our agriculture economy, in ad-
dition to increasing consumer con-
fidence and choice. While opponents of
the COOL labeling provision were suc-
cessful in delaying implementation of
the law for 2 years, American con-
sumers and producers remain incred-
ibly supportive of mandatory labeling.
Every consumer public opinion survey
confirms that consumers would pay a
modestly higher price for beef if they
were certain it was American beef. I
contacted the United States Depart-
ment of Agriculture, USDA, in Decem-
ber, requesting clarification of the de-
partment’s interpretation of the lan-
guage delaying implementation of
COOL. While I strongly oppose this
delay, I also believe the department
needs to clarify the rulemaking proc-
ess. The USDA’s response to my inquir-
ies was vague and unclear, which I find
unsatisfactory. I intend to seek clari-
fication of the rule pertaining to the
delay while also actively working on
opportunities to speed up implementa-
tion of this law. Along with my col-
league Senator TomM DASCHLE, I am
pleased to have worked so extensively
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on this initiative, and I am confident
in the future of this quality provision.

America’s farmers produce quality
products, which are recognized the
world-over. It is essential that we func-
tion as a united team to promote these
products in today’s ever-changing agri-
cultural environment, and ensure that
family farmers in South Dakota and
across the nation are recognized and
adequately compensated for their sub-
stantial contributions.e

———

RECOGNIZING EMILY NEUMEIER
AND CHRISTINE BANKS

e Mr. NELSON of Florida. Mr. Presi-
dent, I would like to take a moment to
congratulate two exceptional high
school students from my home State of
Florida. Just this March, Emily
Neumeier of Tampa and Christine
Banks of St. Petersburg were selected
from a competitive pool of 800 partici-
pants as winners in a nationwide ““If I
Were President Competition . . .”
These two young scholars were among
50 award-winners who each received a
$1,000 scholarship from the contest
sponsor Freedom’s Answer—a student-
run, nonpartisan and nonprofit organi-
zation that increases civic participa-
tion among youth. I would like to com-
mend the contest organizers, entry
evaluators, participants and winners
for involving youth in politics and con-
tributing to the well-being of American
democracy. Again, I would like to rec-
ognize Emily and Christine for a job
well done and wish them all the best in
the future. Maybe one of them will
even be President one day.e

————

HONORING DONNA PETERSON AND
SALLY STOLL

e Mr. JOHNSON. Mr. President, I rise
here today to publicly honor and recog-
nize Donna Peterson and Sally Stoll
for receiving the 2003 Presidential
Award for excellence in Mathematics
and Science teaching, the Nation’s
highest commendation for work in the
classroom. Donna Peterson won the
math award for sharing her innovative
teaching approaches with the students
at Belle Fourche High School. Sally
Stoll won the science award for her
knowledge and passion on the subject
and the ability to inspire her student’s
at Vermillion High School.

The National Science Foundation,
NSF, administers the awards program
for the White House. NSF is an inde-
pendent Federal agency that supports
research and education across all fields
of science. Since 1983, the White House
and NSF have sought nominations of
exemplary math and science teachers
from every State. In addition to hon-
oring their achievement, the goal of
the awards is to expand the definition
of excellent science and mathematics
teaching exemplified by Donna Peter-
son and Sally Stoll.

These two teachers have provided us
with excellent examples of quality
teaching. They have a passion for their
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subjects and dedication to their stu-
dents. They know how to bring out the
very best in every student, in every
kind of school. The national award-
winning teachers overwhelmingly
agree that students frequently respond
best to lessons that relate to recogniz-
able phenomena from their own lives,
or that allow for hands-on learning.
They have observed that an engaging
teaching style prompts students to
pose their own questions, test their
own theories, and arrive at their own
solutions, with the teacher serving as a
facilitator and guide.

Research indicates that nothing is so
important in raising student achieve-
ment as a good teacher; not top notch
equipment, not Internet access, not
family income level. Those things are
helpful, we know, but it’s the teachers
themselves that are the ‘“‘make or
break’ link between students and edu-
cational success.

United States student performance in
mathematics and science has been lag-
ging, and many schools are experi-
encing shortages of math and science
teachers. Donna and Sally are con-
stantly searching for meaningful ways
to spark the learning process. In doing
so, they will have continued to inspire
their students in such a way that it
will have enriched them for the rest of
their lives. If you are lucky, you’ll
have a chance to experience at least
one such teacher in your lifetime.

I congratulate Donna Peterson and
Sally Stoll on this tremendous honor.
Their dedication to the teaching field
in South Dakota serves as a model for
all educators to emulate. It is with
great honor that I share their impres-
sive accomplishments with my col-
leagues.®

———

256TH ANNIVERSARY OF CENTER
FOR FIRESAFETY STUDIES

e Mr. KENNEDY. Mr. President, I wel-
come this opportunity to pay tribute
to the Center for Firesafety Studies at
Worcester Polytechnic Institute in
Massachusetts as it celebrates its 25th
Anniversary.

Worcester Polytechnic Institute was
founded in 1865 to support the new in-
dustrial economy that was developing
in Central Massachusetts in the 19th
century. Its founders believed in merg-
ing theory and practice as part of the
ongoing effort to deal with changing
needs of our society. Over the years,
the university has earned international
respect for its innovations in engineer-
ing education and its responsiveness to
a changing world.

In the 1960s, fire safety in America
was a priority in Congress. The Fire
Research and Safety Act in 1968 called
for a national study of the issue, which
resulted in the landmark report known
as America Burning. Among its find-
ings, America Burning emphasized
that, ‘‘Appallingly, the richest and
most technologically advanced nation
in the world leads all the major indus-
trialized countries in per capita deaths
and property loss from fire.”
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In response to this wake-up call, Con-
gress passed the Fire Prevention and
Control Act of 1974, which created the
United States Fire Administration and
its National Fire Academy. David A.
Lucht of Ohio was appointed by Presi-
dent Ford to lead the new agency in
1975.

True to its tradition, Worcester Poly-
technic Institute took the issue on,
with Professor Robert W. Fitzgerald as
the guiding intellect and catalyst. In
1979, WPI created the Center for
Firesafety Studies as the first graduate
degree program in fire protection engi-
neering in the Nation. In the past quar-
ter century with Professor Lucht as Di-
rector, the WPI fire safety program has
become an international leader in fire
protection engineering education, with
graduates from 30 countries. Through
its outstanding faculty, students and
alumni, WPI has had an important role
in making the world safer from fire.

I commend WPI on this impressive
256th Anniversary of the Center for
Firesafety Studies and its graduate de-
gree program in fire protection engi-
neering. We are proud of them in Mas-
sachusetts, and the Nation is grateful
for the difference they have made in
fire safety for us all.e

————
256TH ANNIVERSARY OF C-SPAN

e Mr. LUGAR. Mr. President, I rise
today to commemorate a signal anni-
versary that passed on Friday, March
19, 2004, the 25th anniversary of the
Cable-Satellite Public Affairs Network,
C-SPAN.

Founded in 1979, C-SPAN has rapidly
grown from its humble beginnings tele-
vising the proceedings on the floor of
the House of Representatives to a se-
ries of networks reaching millions of
viewers daily. This service, which func-
tions without any financial support of
the Federal Government, provides our
constituents with invaluable access to
the day-to-day proceedings of both bod-
ies of Congress, as well as other impor-
tant mechanisms of our government.
As a direct result, it is now easier than
ever for our constituents to keep
abreast of our deliberations and con-
tribute well to the debates at hand.

I am also pleased to point out that
these tremendous networks were
founded by a fellow Hoosier, Brian
Lamb. Through his work experiences
on Capitol Hill, Brian realized the im-
portance of bringing the business of the
Federal Government into the homes of
Americans nationwide and his indefati-
gable enthusiasm made this possible.
In addition, he has shown great com-
mitment to our home State of Indiana.
Brian has also maintained strong ties
with his alma mater, Purdue Univer-
sity, in West Lafayette, IN, where he
established the C-SPAN archives. Over
80,000 hours of C—-SPAN programming
are immediately accessible through
this database.

I am pleased to bring this important
anniversary to the attention of my col-
leagues. I am thankful to C-SPAN for
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their efforts to spread the availability
of our government, and I look forward
to the continuing relationship, now in
its 26th year, between C-SPAN and the
U.S. Congress.®

———

CONGRATULATING PATRICIA
SIMMONS

e Ms. MIKULSKI. Mr. President, I rise
to honor Mrs. Patricia Simmons for
her 34 years of dedicated service as
head librarian at the National Naval
Medical Center, and to congratulate
her for earning the Meritorious Civil-
ian Service Award. Mrs. Simmons is a
lifelong civil servant. She has touched
the lives of many in the military serv-
ice with her love of literature and her
commitment to service.

I ask that an article from the Jour-
nal, a publication of the Medical Cen-
ter, be printed in the RECORD.

The article follows.

[From the Journal, Oct. 30, 2003]
END OF A CHAPTER
(By Ellen Maurer)

Patricia Simmons, head librarian at the
National Naval Medical Center (NNMC),
stamped her last book this month.

Retiring after 34 years of service at the
hospital’s general library, Simmons was hon-
ored in a ceremony Oct. 15 for not only her
long-term commitment to the command, its
staff and patients, but also for her love of lit-
erature.

‘““She loves that library and every book
that makes it up,” says Cat DeBinder, an
NNMC staff member who has known Sim-
mons for more than 25 years.

RADM Donald Arthur, MC, Commander,
NNMC, presented Simmons with the Meri-
torious Civilian Service Award during her re-
tirement ceremony. The award citation de-
tailed Simmons’ significant contributions,
which included an improved web cataloging
data-base system and an internet cafe. Iron-
ically, though, those who knew Simmons
best said she wasn’t really dependent on new
technology.

‘“Pat never needed a computer ... her
unflappable data base was between her ears
and it never crashed,” says DeBinder. ‘‘She
carried out her responsibilities with great
love and true passion. She could tell you ex-
actly where any book was; lead you cor-
rectly, without hesitation, to any subject
and was a wizard with those little three-by-
five index cards.”

DeBinder admits, however, that Simmons’
familiarity with the books she ‘‘guarded’ for
more than three decades did have its dis-
advantages—if only to those library patrons,
like DeBinder herself, who occasionally
missed their ‘“‘due back’ date.

“Once, I had to fess up to the unspeakable.
I lost a book. It was an old paperback, print-
ed in the late sixties or early seventies. I
think the original price was 40 cents. The
pages were yellowish-orange with age. The
title was ‘“No Bad Dogs.” Pat had a very dif-
ficult time accepting the fact that I lost one
of her books. I begged for mercy, forgiveness
and I offered money. She said, ‘Just keep
trying to find the book.’”’

Whimsically, DeBinder adds, “Pat . . . I'm
still looking.”’e®

——————

MESSAGES FROM THE PRESIDENT

Messages from the President of the
United States were communicated to
the Senate by Ms. Evans, one of his
secretaries.
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EXECUTIVE MESSAGES REFERRED

As in executive session the Presiding
Officer laid before the Senate messages
from the President of the TUnited
States submitting sundry nominations
and a withdrawal which were referred
to the appropriate committees.

(The nominations received today are
printed at the end of the Senate pro-
ceedings.)

——————

MESSAGE FROM THE HOUSE
DURING ADJOURNMENT

ENROLLED BILLS SIGNED

Under authority of the order of the
Senate of January 7, 2003, the Sec-
retary of the Senate, on March 17, 2004,
during the adjournment of the Senate,
received a message from the House of
Representatives announcing that the
Speaker has signed the following en-
rolled bills:

S. 1881. An act to amend the Federal Food,
Drug, and Cosmetic Act to make technical
corrections relating to the amendments by
the Medical Device User Fee and Moderniza-
tion Act of 2002, and for other purposes.

H.R. 3724. An act to amend section 220 of
the National Housing Act to make a tech-
nical correction to restore allowable in-
creases in the maximum mortgage limits for
FHA-insured mortgages for multifamily
housing projects to cover increased costs of
installing a solar energy system or residen-
tial energy conservation measures.

Under the authority of the order of
January 7, 2003, the enrolled bills were
signed by the President pro tempore
(Mr. STEVENS) on today, March 22, 2004.

———

MESSAGE FROM THE HOUSE

At 12:15 pm., a message from the
House of Representatives, delivered by
Ms. Niland, one of its reading clerks,
announced that the House has passed
the following bills and joint resolution,
in which it requests the concurrence of
the Senate:

H.R. 1375. An act to provide regulatory re-
lief and improve productivity for insured de-
pository institutions, and for other purposes.

H.R. 3733. An act to designate the facility
of the United States Postal Service located
at 410 Huston Street in Altamont, Kansas, as
the “Myron V. George Post Office’’.

H.R. 3782. An act to amend the State De-
partment Basic Authorities Act of 1956 to in-
crease the maximum amount of an award
available under the Department of State re-
wards program, to expand the eligibility cri-
teria to receive an award, to authorize non-
monetary awards, to publicize the existence
of the rewards program, and for other pur-
poses.

H.J. Res. 87. Joint resolution honoring the
life and legacy of President Franklin Delano
Roosevelt and recognizing his contributions
on the anniversary of the date of his birth.

The message also announced that the
House has agreed to the following con-
current resolutions, without amend-
ment:

S. Con. Res. 93. Concurrent resolution au-
thorizing the use of the rotunda of the Cap-
itol by the Joint Congressional Committee
on Inaugural Ceremonies.
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S. Con. Res. 94. Concurrent resolution es-
tablishing the Joint Congressional Com-
mittee on Inaugural Ceremonies.

The message further announced that
the House has agreed to the following
concurrent resolution, in which it re-
quests the concurrence of the Senate:

H. Con. Res. 364. Concurrent resolution to
recognize more than 5 decades of strategic
partnership between the United States and
the people of the Marshall Islands in the pur-
suit of international peace and security, and
for other purposes.

The message also announced that
pursuant to 10 U.S.C. 9355(a), and the
order of the House of December 8, 2003,
the Speaker appoints the following
Member of the House of Representa-
tives to the Board of Visitors to the
United States Air Force Academy to
fill the existing vacancy thereon: Mr.
GRANGER of Texas.

The message further announced that
pursuant to Senate Concurrent Resolu-
tion 94, 108th Congress, and the order of
the House of December 8, 2003, the
Speaker appoints the following Mem-
bers of the House of Representatives to
the Joint Congressional Committee on
Inaugural Ceremonies: Mr. HASTERT of
Illinois, Mr. DELAY of Texas, and Ms.
PELOSI of California.

The message also announced that
pursuant to clause 5(a)(4)(A) of rule X,
and the order of the House of December
8, 2003, the Speaker names the fol-
lowing Members of the House of Rep-
resentatives to be available to serve on
Investigative Subcommittees of the
Committee on Standards of Official
Conduct for the 108th Congress: Mr.
DoOLITTLE of California, Mr. SAM JOHN-
SON of Texas, Mr. LINCOLN DIAZ-BALART
of Florida, Mr. ENGLISH of Pennsyl-
vania, Mr. SHADEGG of Arizona, Mr.
BrADY of Texas, Mr. SIMPSON of Idaho,
Mr. TERRY of Nebraska, Mr. KIRK of II-
linois, and Mr. REHBERG of Montana.

The message further announced that
pursuant to clause 5(a)(4)(A) of rule X
of the Rules of the House of Represent-
atives the Minority Leader designates
the following Members to be available
for service on an Investigative Sub-
committee of the Committee on Stand-
ards of Official Conduct: Mr. BECERRA
of California, Mr. COOPER of Tennessee,
Mr. DELAHUNT of Massachusetts, Mrs.
MCCARTHY of New York, Mr. MCINTYRE
of North Carolina, Mr. MCNULTY of
New York, Mr. ScHIFF of California,
Mr. ScoTT of Virginia, Mr. STUPAK, of
Michigan, and Ms. TAUSCHER of Cali-
fornia.

———

MEASURES REFERRED

The following bills and joint resolu-
tion were read the first and the second
times by unanimous consent, and re-
ferred as indicated:

H.R. 1375. An act to provide regulatory re-
lief and improve productivity for insured de-
pository institutions, and for other purposes;
to the Committee on Banking, Housing, and
Urban Affairs.

H.R. 3733. An act to designate the facility
of the United States Postal Service located
at 410 Houston Street in Altamont, Kansas,
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as the “Myron V. George Post Office’’; to the
Committee on Government Affairs.

H.R. 3782. An act to amend the State De-
partment Basic Authorities Act of 1956 to in-
crease the maximum amount of an award
available under the Department of State re-
wards program, to expand the eligibility cri-
teria to receive an award, to authorize non-
monetary awards, to publicize the existence
of the rewards program, and for other pur-
poses; to the Committee on Foreign Rela-
tions.

H.J. Res. 87. Joint resolution honoring the
life and legacy of President Franklin Delano
Roosevelt and recognizing his contributions
on the anniversary of the date of his birth; to
the Committee on the Judiciary.

The following concurrent resolution
was read, and referred as indicated:

H. Con. Res. 364. Concurrent resolution to
recognize more than 5 decades of strategic
partnership between the United States and
the people of the Marshall Islands in the pur-
suit of international peace and security, and
for other purposes; to the Committee on For-
eign Relations.

———

MEASURES PLACED ON THE
CALENDAR

The following bill was read the sec-
ond time, and placed on the calendar:

S. 2207. A bill to improve women’s access
to health care services, and the access of all
individuals to emergency and trauma care
services, by reducing the excessive burden
the liability system places on the delivery of
such services.

———

ENROLLED BILL PRESENTED

The Secretary of the Senate reported
that on today, March 22, 2004, she had
presented to the President of the
United States the following enrolled
bill:

S. 1881. An act to amend the Federal Food,
Drug, and Cosmetic Act to make technical
corrections relating to the amendments by
the Medical Device User Fee and Moderniza-
tion Act of 2002, and for other purposes.

———————

REPORTS OF COMMITTEES

Under the authority of the order of
the Senate of March 12, 2004, the fol-
lowing reports of committees were sub-
mitted on March 18, 2004:

By Mr. GREGG, from the Committee on
Health, Education, Labor, and Pensions:

Report to accompany S. 1172, A bill to es-
tablish grants to provide health services for
improved nutrition, increased physical activ-
ity, obesity prevention, and for other pur-
poses (Rept. No. 108-245).

By Mr. LUGAR, from the Committee on
Foreign Relations, without amendment.

S. 2096. A bill to promote a free press and
open media through the National Endow-
ment for Democracy and for other purposes
(Rept. No. 108-246).

S. 2127. A Dbill to build opertional readiness
in civilian agencies, and for other purposes
(Rept. No. 108-247).

By Mr. LUGAR, from the Committee on
Foreign Relations, with amendments.

S. 2144. A bill to authorize appropriations
for the Department of State and inter-
national broadcasting activities for fiscal
year 2005, for the Peace Corps for fiscal year
2005 through 2007, for foreign assistance pro-
grams for fiscal year 2005, and for other pur-
poses (Rept. No. 108-248).

S2859

EXECUTIVE REPORT OF
COMMITTEE

The following executive report of
committee was submitted on March 18,
2004, under the authority of an order of
the Senate of March 12, 2004:

By Mr. LUGAR, from the Committee on
Foreign Relations:

[Treaty Doc. 99-10 Income Tax Conven-
tion with Sri Lanka, and; Treaty Doc. 108-9
Protocol Amending Tax Convention with Sri
Lanka (Exec. Rept. No. 108-11)]

Resolved (two-thirds of the Senators present
concurring therein), That the Senate advise
and consent to the ratification of the Con-
vention between the Government of the
United States of America and the Govern-
ment of the Democratic Socialist Republic of
Sri Lanka for the Avoidance of Double Tax-
ation and the Prevention of Fiscal Evasion
with Respect to Taxes and Income, signed at
Colombo on March 14, 1985 (Treaty Doc. 99—
10), and the Protocol amending the Conven-
tion, together with an Exchange of Notes,
signed at Washington on September 20, 2002
(Treaty Doc. 108-9), subject to the under-
standing that the authorities to which infor-
mation may be disclosed under Article 27 in-
clude appropriate congressional committees
and the General Accounting Office.

———

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first
and second times by unanimous con-
sent, and referred as indicated:

By Mr. DOMENICI:

S. 2218. A bill to direct the Secretary of the
Interior to establish a rural water supply
program in the Reclamation States for the
purpose of providing a clean, safe, affordable,
and reliable water supply to rural residents
and for other purposes, to authorize the Sec-
retary to conduct appraisal and feasibility
studies for rural water projects, and to es-
tablish the guidelines for any projects au-
thorized under this program; to the Com-
mittee on Energy and Natural Resources.

By Mrs. FEINSTEIN:

S. 2219. A bill entitled ‘“Motherhood Pro-
tection Act’’; to the Committee on the Judi-
ciary.

By Mrs. HUTCHISON:

S. 2220. A bill to amend the Internal Rev-
enue Code of 1986 to encourage a strong com-
munity-based banking system; to the Com-
mittee on Finance.

By Mr. SMITH (for himself and Mr.
WYDEN):

S. 2221. A bill to authorize the Secretary of
Agriculture to sell or exchange certain Na-
tional Forest System land in the State of Or-
egon, and for other purposes; to the Com-
mittee on Energy and Natural Resources.

By Mr. BAUCUS (for himself and Mr.
ROCKEFELLER):

S. 2222. A bill to amend titles XIX and XXI
of the Social Security Act to clarify and en-
sure that the authority granted to the Sec-
retary of Health and Human Services under
section 1115 of that Act is used solely to pro-
mote the objectives of the medicaid and
State children’s health insurance programs,
and for other purposes; to the Committee on
Finance.

By Mr.
BROWNBACK, Mr.
Mr. MILLER,
SANTORUM, Mr.
SHELBY):

S.J. Res. 30. A joint resolution proposing
an amendment to the Constitution of the
United States relating to marriage; to the
Committee on the Judiciary.

ALLARD (for himself, Mr.
ENzI, Mr. INHOFE,
Mr. LoTT, Mr.
SESSIONS, and Mr.
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SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. HAGEL:

S. Res. 322. A resolution designating Au-
gust 16, 2004, as ‘‘National Airborne Day’’; to
the Committee on the Judiciary.

——————

ADDITIONAL COSPONSORS

S. 419
At the request of Ms. SNOWE, the
name of the Senator from California
(Mrs. BOXER) was added as a cosponsor
of S. 419, a bill to amend title XVIII of
the Social Security Act to expand cov-
erage of bone mass measurements
under part B of the medicare program
to all individuals at clinical risk of
osteoporosis.
S. 489
At the request of Mr. DEWINE, the
name of the Senator from New Hamp-
shire (Mr. SUNUNU) was added as a co-
sponsor of S. 489, a bill to expand cer-
tain preferential trade treatment for
Haiti.
S. 503
At the request of Mr. KERRY, the
name of the Senator from California
(Mrs. BOXER) was added as a cosponsor
of S. 503, a bill to amend the Internal
Revenue Code of 1986 to allow increase
the minimum tax credit where stock
acquired pursuant to an incentive
stock option is sold or exchanged at a
loss.
S. 525
At the request of Mr. LEVIN, the
name of the Senator from Minnesota
(Mr. DAYTON) was added as a cosponsor
of S. 525, a bill to amend the Non-
indigenous Aquatic Nuisance Preven-
tion and Control Act of 1990 to reau-
thorize and improve that Act.
S. 1756
At the request of Mr. THOMAS, the
name of the Senator from Kansas (Mr.
ROBERTS) was added as a cosponsor of
S. 756, a bill to amend the Internal
Revenue Code of 1986 to modify the
qualified small issue bond provisions.
S. 976
At the request of Mr. WARNER, the
names of the Senator from Oklahoma
(Mr. INHOFE) and the Senator from Illi-
nois (Mr. DURBIN) were added as co-
sponsors of S. 976, a bill to provide for
the issuance of a coin to commemorate
the 400th anniversary of the James-
town settlement.
S. 1010
At the request of Mr. HARKIN, the
name of the Senator from South Da-
kota (Mr. JOHNSON) was added as a co-
sponsor of S. 1010, a bill to enhance and
further research into paralysis and to
improve rehabilitation and the quality
of life for persons living with paralysis
and other physical disabilities.
S. 1180
At the request of Mr. SANTORUM, the
name of the Senator from Virginia (Mr.
ALLEN) was added as a cosponsor of S.
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1180, a bill to amend the Internal Rev-
enue Code of 1986 to modify the work
opportunity credit and the welfare-to-
work credit.
S. 1398
At the request of Mr. DEWINE, the
name of the Senator from Minnesota
(Mr. DAYTON) was added as a cosponsor
of S. 1398, a bill to provide for the envi-
ronmental restoration of the Great
Lakes.
S. 1422
At the request of Mr. CORZINE, the
name of the Senator from Michigan
(Mr. LEVIN) was added as a cosponsor of
S. 1422, a bill to provide assistance to
train teachers of children with autism
spectrum disorders, and for other pur-
poses.
S. 1524
At the request of Mr. SANTORUM, the
name of the Senator from South Caro-
lina (Mr. GRAHAM) was added as a co-
sponsor of S. 1524, a bill to amend the
Internal Revenue Code of 1986 to allow
a 7-year applicable recovery period for
depreciation of motorsports entertain-
ment complexes.
S. 1545
At the request of Mr. HATCH, the
name of the Senator from Arkansas
(Mr. PRYOR) was added as a cosponsor
of S. 1545, a bill to amend the Illegal
Immigration Reform and Immigrant
Responsibility Act of 1996 to permit
States to determine State residency for
higher education purposes and to au-
thorize the cancellation of removal and
adjustment of status of certain alien
students who are long-term United
States residents.
S. 1638
At the request of Mr. GRASSLEY, the
name of the Senator from South Da-
kota (Mr. DASCHLE) was added as a co-
sponsor of S. 1638, a bill to amend title
II of the Higher Education Act of 1965
to increase teacher familiarity with
the educational needs of gifted and tal-
ented students, and for other purposes.
S. 1647
At the request of Mr. BUNNING, his
name was withdrawn as a cosponsor of
S. 1647, a bill to amend title XVIII of
the Social Security Act to provide for
direct access to audiologists for medi-
care beneficiaries, and for other pur-
poses.
S. 1709
At the request of Mr. CRAIG, the
name of the Senator from Pennsyl-
vania (Mr. SPECTER) was added as a co-
sponsor of S. 1709, a bill to amend the
USA PATRIOT ACT to place reason-
able limitations on the use of surveil-
lance and the issuance of search war-
rants, and for other purposes.
S. 1756
At the request of Mr. CONRAD, the
name of the Senator from Virginia (Mr.
WARNER) was added as a cosponsor of S.
1756, a bill to amend the Internal Rev-
enue Code of 1986 to protect the health
benefits of retired miners and to re-
store stability and equity to the fi-
nancing of the United Mine Workers of
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America Combined Benefit Fund by
providing additional sources of revenue
to the Fund, and for other purposes.
S. 1833
At the request of Mr. DASCHLE, the
name of the Senator from Maryland
(Mr. SARBANES) was added as a cospon-
sor of S. 1833, a bill to improve the
health of minority individuals.
S. 1834
At the request of Ms. STABENOW, the
name of the Senator from Maryland
(Ms. MIKULSKI) was added as a cospon-
sor of S. 1834, a bill to waive time limi-
tations in order to allow the Medal of
Honor to be awarded to Gary Lee
McKiddy, of Miamisburg, Ohio, for acts
of valor while a helicopter crew chief
and door gunner with the 1st Cavalry
Division during the Vietnam War.
S. 1923
At the request of Mr. LEAHY, the
name of the Senator from Maine (Ms.
CoOLLINS) was added as a cosponsor of S.
1923, a bill to reauthorize and amend
the National Film Preservation Act of
1996.
S. 1934
At the request of Ms. LANDRIEU, the
name of the Senator from Arkansas
(Mrs. LINCOLN) was added as a cospon-
sor of S. 1934, a bill to establish an Of-
fice of Intercountry Adoptions within
the Department of State, and to reform
United States laws governing inter-
country adoptions.
S. 2020
At the request of Mrs. BOXER, the
name of the Senator from Connecticut
(Mr. DoDpD) was added as a cosponsor of
S. 2020, a bill to prohibit, consistent
with Roe v. Wade, the interference by
the government with a woman’s right
to choose to bear a child or terminate
a pregnancy, and for other purposes.
S. 2059
At the request of Mr. FITZGERALD,
the names of the Senator from Indiana
(Mr. LUGAR), the Senator from Massa-
chusetts (Mr. KENNEDY), the Senator
from South Carolina (Mr. HOLLINGS)
and the Senator from New Jersey (Mr.
LAUTENBERG) were added as cosponsors
of S. 2059, a bill to improve the govern-
ance and regulation of mutual funds
under the securities laws, and for other
purposes.
S. 2076
At the request of Mr. BAUCUS, the
names of the Senator from Delaware
(Mr. CARPER), the Senator from New
York (Mrs. CLINTON) and the Senator
from Vermont (Mr. JEFFORDS) were
added as cosponsors of S. 2076, a bill to
amend title XI of the Social Security
Act to provide direct congressional ac-
cess to the office of the Chief Actuary
in the Centers for Medicare & Medicaid
Services.
S. 2096
At the request of Mr. LUGAR, the
name of the Senator from California
(Mrs. BOXER) was added as a cosponsor
of S. 2096, a bill to promote a free press
and open media through the National
Endowment for Democracy and for
other purposes.
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S. 2152
At the request of Mr. MILLER, the
name of the Senator from Mississippi
(Mr. COCHRAN) was added as a cospon-
sor of S. 2152, a bill to amend title 10,
United States Code, to provide eligi-
bility for reduced non-regular service
military retired pay before age 60, and
for other purposes.
S. 2157
At the request of Mr. BAUCUS, the
names of the Senator from Arkansas
(Mrs. LINCOLN), the Senator from
Maryland (Mr. SARBANES) and the Sen-
ator from Vermont (Mr. LEAHY) were
added as cosponsors of S. 2157, a bill to
amend the Trade Act of 1974 to extend
the trade adjustment assistance pro-
gram to the services sector, and for
other purposes.
S. 2158
At the request of Ms. COLLINS, the
names of the Senator from Nebraska
(Mr. NELSON) and the Senator from
Alaska (Ms. MURKOWSKI) were added as
cosponsors of S. 2158, a bill to amend
the Public Health Service Act to in-
crease the supply of pancreatic islet
cells for research, and to provide for
better coordination of Federal efforts
and information on islet cell transplan-
tation.
S. 2176
At the request of Mr. BINGAMAN, the
name of the Senator from Minnesota
(Mr. DAYTON) was added as a cosponsor
of S. 2176, a bill to require the Sec-
retary of Energy to carry out a pro-
gram of research and development to
advance high-end computing.
S. 2179
At the request of Mr. BROWNBACK, the
names of the Senator from Colorado
(Mr. ALLARD), the Senator from Ken-
tucky (Mr. BUNNING), the Senator from
Colorado (Mr. CAMPBELL), the Senator
from Minnesota (Mr. COLEMAN), the
Senator from Maine (Ms. COLLINS), the
Senator from Idaho (Mr. CRAIG), the
Senator from New Mexico (Mr. DOMEN-
101), the Senator from Nevada (Mr. EN-
SIGN), the Senator from Wyoming (Mr.
ENzI), the Senator from Illinois (Mr.
FITZGERALD), the Senator from South
Carolina (Mr. GRAHAM), the Senator
from Iowa (Mr. GRASSLEY), the Senator
from Nebraska (Mr. HAGEL), the Sen-
ator from Utah (Mr. HATCH), the Sen-
ator from Hawaii (Mr. INOUYE), the
Senator from Arizona (Mr. MCCAIN),
the Senator from Pennsylvania (Mr.
SANTORUM), the Senator from Maine
(Ms. SNOWE), the Senator from Alaska
(Mr. STEVENS) and the Senator from
Missouri (Mr. TALENT) were added as
cosponsors of S. 2179, a bill to post-
humously award a Congressional Gold
Medal to the Reverend Oliver L.
Brown.
S. 2186
At the request of Mr. LEVIN, his name
was added as a cosponsor of S. 2186, a
bill to temporarily extend the pro-
grams under the Small Business Act
and the Small Business Investment Act
of 1958, through May 15, 2004, and for
other purposes.
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S. 2193
At the request of Mr. KERRY, his
name was added as a cosponsor of S.
2193, a bill to improve small business
loan programs, and for other purposes.
S. 2216
At the request of Mr. HOLLINGS, the
names of the Senator from Hawaii (Mr.
INOUYE), the Senator from Maryland
(Ms. MIKULSKI), the Senator from Con-
necticut (Mr. LIEBERMAN) and the Sen-
ator from Maryland (Mr. SARBANES)
were added as cosponsors of S. 2216, a
bill to provide increased rail transpor-
tation security.
S.J. RES. 28
At the request of Mr. CAMPBELL, the
names of the Senator from Florida (Mr.
NELSON), the Senator from Nevada (Mr.
REID), the Senator from Ohio (Mr.
VOINOVICH) and the Senator from Penn-
sylvania (Mr. SANTORUM) were added as
cosponsors of S.J. Res. 28, a joint reso-
lution recognizing the 60th anniversary
of the Allied landing at Normandy dur-
ing World War II.
S. CON. RES. 81
At the request of Mrs. FEINSTEIN, the
names of the Senator from Indiana
(Mr. BAYH), the Senator from Wyoming
(Mr. THOMAS), the Senator from Flor-
ida (Mr. GRAHAM), the Senator from
Washington (Ms. CANTWELL) and the
Senator from Nevada (Mr. ENSIGN)
were added as cosponsors of S. Con.
Res. 81, a concurrent resolution ex-
pressing the deep concern of Congress
regarding the failure of the Islamic Re-
public of Iran to adhere to its obliga-
tions under a safeguards agreement
with the International Atomic Energy
Agency and the engagement by Iran in
activities that appear to be designed to
develop nuclear weapons.
S. CON. RES. 88
At the request of Mr. SARBANES, the
names of the Senator from New Jersey
(Mr. CORZINE) and the Senator from
North Dakota (Mr. DORGAN) were added
as cosponsors of S. Con. Res. 88, a con-
current resolution expressing the sense
of Congress that there should continue
to be parity between the adjustments
in the pay of members of the uniformed
services and the adjustments in the
pay of civilian employees of the United
States.
S. CON. RES. 90
At the request of Mr. LEVIN, the
names of the Senator from Nevada (Mr.
REID) and the Senator from Massachu-
setts (Mr. KERRY) were added as co-
sponsors of S. Con. Res. 90, a concur-
rent resolution expressing the sense of
the Congress regarding negotiating, in
the United States-Thailand Free Trade
Agreement, access to the United States
automobile industry.
S. RES. 298
At the request of Mr. CAMPBELL, the
name of the Senator from Connecticut
(Mr. LIEBERMAN) was added as a co-
sponsor of S. Res. 298, a resolution des-
ignating May 2004 as ‘‘National Cystic
Fibrosis Awareness Month’’.
S. RES. 311
At the request of Mr. BROWNBACK, the
names of the Senator from Ohio (Mr.
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DEWINE), the Senator from New Jersey
(Mr. LAUTENBERG) and the Senator
from Connecticut (Mr. LIEBERMAN)
were added as cosponsors of S. Res. 311,
a resolution calling on the Government
of the Socialist Republic of Vietnam to
immediately and unconditionally re-
lease Father Thadeus Nguyen Van Ly,
and for other purposes.

S. RES. 317

At the request of Mr. HAGEL, the
name of the Senator from Hawaii (Mr.
INOUYE) was added as a cosponsor of S.
Res. 317, a resolution recognizing the
importance of increasing awareness of
autism spectrum disorders, supporting
programs for increased research and
improved treatment of autism, and im-
proving training and support for indi-
viduals with autism and those who care
for individuals with autism.

AMENDMENT NO. 2686

At the request of Mr. BUNNING, the
name of the Senator from Maine (Ms.
CoLLINS) was added as a cosponsor of
amendment No. 2686 proposed to S.
1637, a bill to amend the Internal Rev-
enue Code of 1986 to comply with the
World Trade Organization rulings on
the FSC/ETI benefit in a manner that
preserves jobs and production activi-
ties in the United States, to reform and
simplify the international taxation
rules of the United States, and for
other purposes.

AMENDMENT NO. 2687

At the request of Mr. BUNNING, his
name was withdrawn as a cosponsor of
amendment No. 2687 proposed to S.
1637, a bill to amend the Internal Rev-
enue Code of 1986 to comply with the
World Trade Organization rulings on
the FSC/ETI benefit in a manner that
preserves jobs and production activi-
ties in the United States, to reform and
simplify the international taxation
rules of the United States, and for
other purposes.

AMENDMENT NO. 2698

At the request of Mrs. FEINSTEIN, the
names of the Senator from Washington
(Mrs. MURRAY), the Senator from
Washington (Ms. CANTWELL) and the
Senator from Oregon (Mr. WYDEN) were
added as cosponsors of amendment No.
2698 intended to be proposed to S. 1637,
a bill to amend the Internal Revenue
Code of 1986 to comply with the World
Trade Organization rulings on the FSC/
ETI benefit in a manner that preserves
jobs and production activities in the
United States, to reform and simplify
the international taxation rules of the
United States, and for other purposes.

AMENDMENT NO. 2839

At the request of Mr. BINGAMAN, his
name was added as a cosponsor of
amendment No. 2839 proposed to S.
Con. Res. 95, an original concurrent
resolution setting forth the congres-
sional budget for the United States
Government for fiscal year 2005 and in-
cluding the appropriate budgetary lev-
els for fiscal years 2006 through 2009.
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STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. DOMENICI:

S. 2218. A bill to direct the Secretary
of the Interior to establish a rural
water supply program in the Reclama-
tion States for the purpose of providing
a clean, safe, affordable, and reliable
water supply to rural residents and for
other purposes, to authorize the Sec-
retary to conduct appraisal and feasi-
bility studies for rural water projects,
and to establish the guidelines for any
projects authorized under this pro-
gram; to the Committee on Energy and
Natural Resources.

By Mr. DOMENICI. Mr. President, I
am introduing the Reclamation Rural
Water Supply Act of 2004 as a courtesy
to the administration.

By Mrs. HUTCHISON:

S. 2220. A bill to amend the Internal
Revenue Code of 1986 to encourage a
strong community-based banking sys-
tem; to the Committee on Finance.

Mrs. HUTCHISON. Mr. President,
today I am pleased to introduce the
Community Savings and Investment
Act of 2004. This will create jobs, ex-
pand economic activity, and help to re-
vitalize distressed urban and rural
communities. It will accomplish this
by providing tax relief for community-
focused banks and helping to generate
financial opportunities in low-income
areas.

As we address the challenges many of
our communities face and search for
ways to help those looking to improve
their standard of living, we must prop-
erly leverage the tax laws to encourage
economic development. Most people
and communities do not want hand-
outs. They want the chance to find so-
lutions and make it on their own. How-
ever, to do this they need financial re-
sources.

The lifeblood of any economic devel-
opment is capital. Too often it is dif-
ficult for people, especially those in
distressed areas, to access financial re-
sources and other banking services.
Providing community banking will
lead to much-needed investments in
communities, allowing people to pur-
chase homes, start new businesses, and
revitalize their neighborhoods.

The Community Savings and Invest-
ment Act will improve access to bank-
ing services by lowering taxes for com-
munity banks. It also provides incen-
tives for banks to serve distressed com-
munities by excluding any resulting in-
come from taxation. By lowering the
costs for banks to operate in commu-
nities, we can unleash powerful new
forces for economic development.

This initiative will make a signifi-
cant difference in the lives of thou-
sands of families and communities
across this Nation. As we seek ways to
further strengthen our economy, I urge
the Senate to pass this common-sense
approach.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.
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There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 2220

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Community
Savings and Investment Act of 2004”°.

SEC. 2. INCOME TAX ON QUALIFIED COMMUNITY
LENDERS.

(a) IN GENERAL.—Section 11 of the Internal
Revenue Code of 1986 (relating to tax im-
posed on corporations) is amended by redes-
ignating subsection (d) as subsection (e) and
by inserting after subsection (c) the fol-
lowing:

¢“(d) QUALIFIED COMMUNITY LENDERS.—

‘(1) IN GENERAL.—In the case of a qualified
community lender, in lieu of the amount of
tax under subsection (b), the amount of tax
imposed by subsection (a) for a taxable year
shall be the sum of—

‘“(A) 15 percent of so much of the taxable
income as exceeds $250,000 but does not ex-
ceed $1,000,000, and

‘(B) the highest rate of tax imposed by
subsection (b) multiplied by so much of the
taxable income as exceeds $1,000,000.

“(2) QUALIFIED COMMUNITY LENDER.—For
purposes of paragraph (1), the term ‘qualified
community lender’ means a bank—

‘“(A) which achieved a rating of ‘satisfac-
tory record of meeting community credit
needs’, or better, at the most recent exam-
ination of such bank under the Community
Reinvestment Act of 1977,

‘(B) the outstanding local community
loans of which at all times during the tax-
able year comprised not less than 60 percent
of the total outstanding loans of that bank,

‘“(C) meets the ownership requirements of
paragraph (3), and

‘(D) at all times during the taxable year
has total assets of mnot more than
$1,000,000,000.

‘“(3) OWNERSHIP REQUIREMENTS.—

‘“(A) IN GENERAL.—The ownership require-
ments of this paragraph are met with respect
to any bank if—

‘“(i) no shares of, or other ownership inter-
ests in, the bank are publicly traded, or

‘“(ii) in the case of a bank the shares of
which or ownership interests in which are
publicly traded, the last known address of
the holders of at least 25 of all such shares or
interests, including persons for whose benefit
such shares or interests are held by another,
is in the home State of the bank or a State
contiguous to such home State.

‘“(B) HOME STATE DEFINED.—For purposes of
subparagraph (A), the term ‘home State’
means—

‘(i) with respect to a national bank or Fed-
eral savings association, the State in which
the main office of the bank or savings asso-
ciation is located, and

‘“(i1) with respect to a State bank or State
savings association, the State by which the
bank or savings association is chartered.

‘“(4) OTHER DEFINITIONS.—For purposes of
this subsection—

‘“(A) BANK.—The term ‘bank’—

‘(i) has the meaning given to such term in
section 581, and

‘“(ii) includes any bank—

‘() in which at least 80 percent of the
shares of, or other ownership interests in,
the bank are owned by other qualified com-
munity lenders, and

‘“(IT) the sole purpose of which is to serve
the banking needs of such lenders.

‘(B) LOCAL COMMUNITY LOAN.—The term
‘local community loan’ means—

‘“(i) any loan originated by a bank to any
person, other than a related person with re-
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spect to the bank, who is a resident of a com-
munity in which the bank is chartered or in
which it operates an office at which deposits
are accepted, and

‘“(ii) any loan originated by a bank to any
person, other than a related person with re-
spect to the bank, who is engaged in a trade
or business in any such community, to the
extent that all or substantially all of the
proceeds of such loan are expended in con-
nection with the trade or business of such
person in any such community.

‘“(C) RELATED PERSON.—The term ‘related
person’ means, with respect to any bank, any
affiliate of the bank, any person who is a di-
rector, officer, or principal shareholder of
the bank, and any member of the immediate
family of any such person.”.

(b) S CORPORATION INCOME.—Section 1 of
the Internal Revenue Code of 1986 (relating
to tax imposed) is amended by adding at the
end the following:

“(j) COMMUNITY LENDER INCOME FROM S
CORPORATION.—

‘(1) IN GENERAL.—If a taxpayer has com-
munity lender income from a S corporation
for any taxable year, the tax imposed by this
section for such taxable year shall be the
sum of—

“‘(A) the tax computed at the rates and in
the same manner as if this subsection had
not been enacted on the greater of—

‘(i) taxable income reduced by community
lender income, or

‘“(ii) the lesser of—

“(I) the amount of taxable income taxed at
a rate below 25 percent, or

““(IT1) taxable income reduced by commu-
nity lender income, and

‘“(B) a tax on community lender income
computed at—

‘(i) a rate of zero on zero-rate community
lender income,

‘‘(ii) a rate of 15 percent on 15 percent com-
munity lender income, and

‘“(iii) the highest rate in effect under this
section with respect to the taxpayer on the
excess of community lender income on which
a tax is determined under clause (i) or (ii).

¢(2) COMMUNITY LENDER INCOME.—For pur-
poses of paragraph (1)—

‘““(A) IN GENERAL.—The term ‘qualified
community lender income’ means taxable in-
come (if any) of a qualified community lend-
er (as defined in section 11(d)(2)) that is an S
corporation, determined at the entity level.

‘“(B) ZERO-RATE COMMUNITY LENDER IN-
COME.—The term ‘zero-rate community lend-
er income’ means the taxpayer’s pro rata
share of so much of community lender in-
come as does not exceed $250,000.

“(C) 15 PERCENT COMMUNITY LENDER IN-
COME.—The term ‘15 percent community
lender income’ means the taxpayer’s pro rata
share of so much of community lender in-
come as exceeds $250,000 but does not exceed
$1,000,000.

‘(D) SPECIAL RULES.—

‘(i) For purposes of this paragraph, the
taxpayer’s pro rata share of community
lender income shall be determined under
part IT of subchapter S.

‘“(ii) This subsection shall be applied after
the application of subsection (h).”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2003.

SEC. 3. EXCLUSION FROM INCOME TAXATION
FOR INCOME DERIVED FROM BANK-
ING SERVICES WITHIN DISTRESSED
COMMUNITIES.

(a) IN GENERAL.—Part III of subchapter B
of chapter 1 of the Internal Revenue Code of
1986 (relating to items specifically excluded
from gross income) is amended by inserting
after section 140A the following new section:
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“SEC. 140B. BANKING SERVICES WITHIN
TRESSED COMMUNITIES.

‘“‘(a) IN GENERAL.—At the election of the
taxpayer, gross income shall not include dis-
tressed community banking income.

“(b) DISTRESSED COMMUNITY BANKING IN-
COME.—For purposes of subsection (a), the
term ‘distressed community banking in-
come’ means net income of a qualified depos-
itory institution which is derived from the
active conduct of a banking business in a dis-
tressed community.

“(c) QUALIFIED DEPOSITORY INSTITUTION.—
For purposes of this section, an institution is
a qualified depository institution if—

‘(1) such institution is an insured deposi-
tory institution (as defined in section 3 of
the Federal Deposit Insurance Act (12 U.S.C.
1813)),

‘“(2) such institution is located in, or has a
branch located in, a qualified distressed com-
munity, and

“(3) as of the last day of the taxable year,
at least 85 percent of its loans from its loca-
tion within the qualified distressed commu-
nity are local community loans (as defined
in section 11(d)(4)(B)).

‘(d) DISTRESSED COMMUNITY.—For purposes
of this section, the term ‘distressed commu-
nity’ has the meaning given the term ‘quali-
fied distressed community’ by section 233 of
the Bank Enterprise Act of 1991 (12 U.S.C.
1834a(b)).”’.

(b) CLERICAL AMENDMENT.—The table of
sections for part III of subchapter B of chap-
ter 1 of the Internal Revenue Code of 1986 is
amended by inserting after the item relating
to section 140A the following:

‘““Sec. 140B. Banking services within dis-
tressed communities.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

DIS-

By Mr. BAUCUS (for himself and
Mr. ROCKEFELLER):

S. 2222. A bill to amend titles XIX
and XXI of the Social Security Act to
clarify and ensure that the authority
granted to the Secretary of Health and
Human Services under section 1115 of
that Act is used solely to promote the
objectives of the medicaid and State
children’s health insurance programs,
and for other purposes; to the Com-
mittee on Finance.

Mr. BAUCUS. Mr. President, I rise
today to introduce the Medicaid and
CHIP Safety Net Preservation Act, a
bill to clarify existing law and to pre-
serve the core elements of Medicaid,
the State Children’s Health Insurance
Program, (CHIP), and our health care
safety net, which provide needed health
services to more than sixty million
Americans. These programs, which are
so critical to the health of our chil-
dren, our parents and grandparents,
and to our communities, have been
threatened in recent years by waivers
that undermine the very foundations of
these programs. I am introducing this
bill with my colleague, good friend,
and the Ranking Member of the Fi-
nance Committee’s Subcommittee on
Health, Senator ROCKEFELLER.

I have long been concerned about the
inappropriate use of the so-called ‘‘Sec-
tion 11157 waiver authority with re-
spect to Medicaid and CHIP. Section
1115 of the Social Security Act permits
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the Secretary of HHS to waive provi-
sions of the Medicaid and CHIP stat-
utes at the request of a state if the
waiver is determined to ‘‘promote the
Objectives’ of the program, and if it
meets certain other criteria estab-
lished in statute. The waiver authority
has existed since before Medicaid’s in-
ception, and it is designed to allow
states before Medicaid’s inception, and
it is designed to allow states to experi-
ment and engage in pilot and dem-
onstration programs in a variety of So-
cial Security Act programs. It has long
been used to allow States to try inno-
vative approaches to deliver or finance
healthcare for some of our most vul-
nerable citizens—poor children, preg-
nant women and parents, individuals
with disabilities, and the elderly, in-
cluding many in nursing homes.

But in recent years, the waiver au-
thority has been used increasingly ag-
gressively and, in my view, irrespon-
sibly. I first became concerned about
these waivers when I learned that
waiver programs, which now affect mil-
lions of people and tens of billions of
dollars annually, were being negotiated
and approved in the dark. In some
cases, Medicaid enrollees literally
could not find what the operative Med-
icaid rules were in their state, because
laws and rules had been waived and the
new program requirements were not
published in a place accessible to the
public. In 2001, I and my colleague,
Chairman CHUCK GRASSLEY, wrote to
Secretary Thompson with our concerns
that the waiver process was not ade-
quately transparent, and that there
could be no accountability without
transparency.

After many months and much cor-
respondence with Secretary Thompson,
I noticed some improvement in the
posting of approved waiver applica-
tions. By that time, the General Ac-
counting Office had reported that there
were serious problems with 1115 waiv-
ers. Waivers were being approved with-
out adequate public input; waivers
were being approved that used funds
set aside by Congress for children’s
health care on childless adults; and
waiver applications were being nego-
tiated and approved with different
standards applied, depending on the
identity of the state applicant. Finally,
and most disturbing, the GAO noted
that HHS was applying a condition to
one type of waiver that imposed a hard
cap on Federal spending for a state’s
elderly Medicaid enrollees over a five-
year period.

Most recently, I was deeply disturbed
to read press reports indicating that
HHS was inviting states to prepare new
more comprehensive waiver applica-
tions that would impose enforceable,
global caps on state Medicaid pro-
grams. One of the crucial elements of
the Medicaid program is its unique
state-federal financing structure,
which requires every state dollar ex-
pended on Medicaid to be matched by
at least one Federal dollar. This guar-
anteed matching structure provides fi-
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nancial stability and an incentive for
states to maintain levels of health care
spending in good and bad economic
times. The matching structure has,
over time, allowed a swift response to
economic recessions, high rates of
uninsurance, epidemics, disasters like
9/11, and innovative treatment ad-
vances, like the advent of expensive
protease inhibitors to threat AIDS.
The law does not, and it should not,
allow a Secretarial waiver of such a
core element of Medicaid.

Another press report indicated that
one governor intended to seek a waiver
to the Medicaid entitlement in ex-
change for accepting a hard cap on
Federal Medicaid spending. In the ab-
sence of the individual entitlement, a
state could turn away eligible appli-
cants; impose waiting lists; or termi-
nate a health care benefit in the mid-
dle of treatment for a serious illness or
a stay in a nursing home. For the poor,
for children, for individuals with dis-
abilities, such as ‘“‘innovation” in Med-
icaid could be devastating.

I also heard reported an instance
where HHS announced in court, for the
very first time, that the Secretary has
waived the essential “EPSDT” benefit
for children in one state. Beneficiaries
did not even know that they were no
longer entitled to the comprehensive
benefit for children until they were in
litigation with the State over inad-
equacies in the state’s Medicaid pro-
gram.

And finally, I am concerned about ef-
forts to undermine Medicaid financing
for Community Health Clinics and
Rural Health Clinics through the use of
the 1115 waiver authority. These clinics
provide desperately needed care for
Medicaid and CHIP enrollees as well as
millions of uninsured Americans. With-
out fair payment from Medicaid, CHCs
and RHCs have reduced capacity to see
the patients who rely on them for care.

There are some features of the Med-
icaid program that are so fundamental
to the program that they should never
be waived with the stroke of the pen of
one person. And I am pleased to quote
the new Administrator of the Centers
on Medicare and Medicaid Services,
Mark MecClellan, who agreed at his
nomination hearing that, and I quote
from a news article citing his testi-
mony, ‘‘federally imposed caps on
spending are not envisioned as part of
Medicaid’s structure.”” He also said
that core Medicaid principles, such as
the program’s state and federal funding
partnership and citizens’ entitlement
to benefits, should not be waived.

I am hopeful that, one day in the not
too distant future, the Congress can
have a meaningful debate on how to
improve the Medicaid program that is
now a healthcare lifeline for more than
50 million people, and how to improve
CHIP and expand coverage to the unin-
sured. But in the meantime, we must
ensure that efforts to innovate through
waivers are made publicly and openly,
with an opportunity for stakeholder
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input at every level of decision mak-
ing, and with a promise that innova-
tion will ‘“‘do no harm’ to the
foundational principles of these safety
net programs. I urge my colleagues to
cosponsor this bill, which will improve
the integrity of Medicaid and CHIP and
ensure that they remain available and
responsive to the needs of so many
Americans.

I ask unanimous consent that the bill
be printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 2222

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Medicaid and CHIP Safety Net Preser-
vation Act of 2004"".

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.

Sec. 2. Findings; purposes; rule of construc-
tion.

Clarification that section 1115 au-
thority does not permit a cap
on Federal financial participa-
tion.

Clarification that section 1115 au-
thority does not permit elimi-
nation of, or modification lim-
iting, individual entitlement.

Clarification that section 1115 au-
thority does not permit elimi-
nation or modification of re-
quirements relating to EPSDT
services.

Clarification that section 1115 au-
thority does not permit elimi-
nation or modification of re-
quirements relating to certain
safety-net services.

Prohibition on use of CHIP funds for
health benefits coverage for
childless adults.

Improvement of the process for the
development and approval of
medicaid and CHIP demonstra-
tion projects.

Effective date.

FINDINGS; PURPOSES; RULE OF CON-

STRUCTION.

(a) FINDINGS.—Congress makes the fol-
lowing findings:

(1) Certain requirements of titles XIX and
XXI of the Social Security Act (42 U.S.C. 1396
et seq., 1397aa et seq.) are central to the
overall objectives of the medicaid and State
children’s health insurance programs and are
not properly subject to waiver, modification,
or disregard under the authority of section
1115 of the Social Security Act (42 U.S.C.
1315).

(2) Some of the requirements of titles XIX
and XXI of the Social Security Act that pro-
mote the overall objectives of the medicaid
and State children’s health insurance pro-
grams have been waived, modified, or other-
wise disregarded by the Secretary of Health
and Human Services under such section 1115,
despite the explicit requirement in that sec-
tion that certain requirements of the med-
icaid and State children’s health insurance
programs only may be waived, modified, or
disregarded for the purpose of approving an
experimental, pilot, or demonstration
project if the waiver, modification, or dis-
regard ‘‘is likely to assist in promoting the
objectives’ of those programs.

(b) PURPOSES.—The purposes of this Act
are the following:

Sec. 3.

Sec. 4.

Sec. 5.

Sec. 6.

Sec. T.

Sec. 8.

Sec. 9.
SEC. 2.
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(1) To clarify that certain requirements of
titles XIX and XXI of the Social Security
Act (42 U.S.C. 1396 et seq., 1397aa et seq.),
which are among those critical to achieving
the objectives of the medicaid and State
children’s health insurance programs, may
not be waived, modified, or otherwise dis-
regarded by the Secretary of Health and
Human Services under the authority of sec-
tion 1115 of the Social Security Act (42
U.S.C. 1315).

(2) To ensure that the authority granted to
the Secretary of Health and Human Services
under section 1115 of the Social Security Act
(42 U.S.C. 1315) with respect to the medicaid
and State children’s health insurance pro-
grams for the purpose of approving experi-
mental, pilot, or demonstration projects is
not used inappropriately.

(¢) RULE OF CONSTRUCTION.—Nothing in
this Act or the amendments made by this
Act shall be construed to—

(1) authorize the waiver, modification, or
other disregard of any provision of title XIX
or XXI of the Social Security Act (42 U.S.C.
1396 et seq., 1397aa et seq.); or

(2) imply congressional approval of any
demonstration project affecting the med-
icaid program under title XIX of the Social
Security Act or the State children’s health
insurance program under title XXI of such
Act that has been approved by the Secretary
of Health and Human Services as of the date
of enactment of this Act.

SEC. 3. CLARIFICATION THAT SECTION 1115 AU-
THORITY DOES NOT PERMIT A CAP
ON FEDERAL FINANCIAL PARTICIPA-
TION.

Title XIX of the Social Security Act is
amended by inserting after section 1925 the
following:

‘‘CLARIFICATIONS OF AUTHORITY UNDER
SECTION 1115

“SEC. 1926. (a) CLARIFICATION THAT SECTION
1115 AUTHORITY DOES NOT PERMIT A CAP ON
FEDERAL FINANCIAL PARTICIPATION.—The
Secretary may not impose or approve under
the authority of section 1115 a cap, limita-
tion, or other restriction on payment under
section 1903(a) to a State for amounts ex-
pended as medical assistance in accordance
with the requirements of this title.”.

SEC. 4. CLARIFICATION THAT SECTION 1115 AU-
THORITY DOES NOT PERMIT ELIMI-
NATION OF, OR MODIFICATION LIM-
ITING, INDIVIDUAL ENTITLEMENT.

Section 1926 of the Social Security Act, as
added by section 3, is amended by adding at
the end the following:

““(b) CLARIFICATION THAT SECTION 1115 AU-
THORITY DOES NOT PERMIT ELIMINATION OF,
OR MODIFICATION LIMITING, INDIVIDUAL ENTI-
TLEMENT.—The Secretary may not approve
or impose under the authority of section 1115
an elimination of, or modification limiting,
the entitlement (established under section
1902(a), 1905(a), or otherwise) of an individual
to receive any medical assistance for which
Federal financial participation is claimed
under this title.”.

SEC. 5. CLARIFICATION THAT SECTION 1115 AU-
THORITY DOES NOT PERMIT ELIMI-
NATION OR MODIFICATION OF RE-
QUIREMENTS RELATING TO EPSDT
SERVICES.

Section 1926 of the Social Security Act, as
added by section 3 and amended by section 4,
is amended by adding at the end the fol-
lowing:

““(c) CLARIFICATION THAT SECTION 1115 AU-
THORITY DOES NOT PERMIT ELIMINATION OR
MODIFICATION OF REQUIREMENTS RELATING TO
EPSDT SERVICES.—The Secretary may not
impose or approve under the authority of
section 1115 an elimination or modification
of the amount, duration, or scope of the serv-
ices described in section 1905(a)(4)(B) (relat-
ing to early and periodic screening, diag-
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nostic, and treatment services (as defined in

section 1905(r))) or of the requirements of

subparagraphs (A) through (C) of section

1902(a)(43).”".

SEC. 6. CLARIFICATION THAT SECTION 1115 AU-
THORITY DOES NOT PERMIT ELIMI-
NATION OR MODIFICATION OF RE-
QUIREMENTS RELATING TO CER-
TAIN SAFETY-NET SERVICES.

Section 1926 of the Social Security Act, as
added by section 3 and amended by sections
4 and 5, is amended by adding at the end the
following:

¢“(d) CLARIFICATION THAT SECTION 1115 AU-
THORITY DOES NOT PERMIT ELIMINATION OR
MODIFICATION OF REQUIREMENTS RELATING TO
CERTAIN SAFETY-NET SERVICES.—The Sec-
retary may not impose or approve under the
authority of section 1115 an elimination or
modification of the amount, duration, or
scope of the services described in subpara-
graphs (B) and (C) of section 1905(a)(2) (relat-
ing to services provided by a rural health
clinic (as defined in section 1905(1)(1)) and
services provided by a Federally-qualified
health center (as defined 1in section
1905(1)(2))) or of the requirements of section
1902(bb) (relating to payment for such serv-
ices).”.

SEC. 7. PROHIBITION ON USE OF CHIP FUNDS
FOR HEALTH BENEFITS COVERAGE
FOR CHILDLESS ADULTS.

(a) IN GENERAL.—Section 2107 of the Social
Security Act (42 U.S.C. 1397gg) is amended by
adding at the end the following:”’

“(f) LIMITATION OF WAIVER AUTHORITY.—
Notwithstanding subsection (e)(2)(A) and
section 1115(a), on and after the date of en-
actment of this subsection, the Secretary
may not approve a waiver, experimental,
pilot, or demonstration project, or an
amendment to such a project, that would
allow funds made available under this title
to be used to provide child health assistance
or other health benefits coverage to a non-
pregnant childless adult. For purposes of the
preceding sentence, a caretaker relative (as
such term is defined for purposes of carrying
out section 1931) shall not be considered a
childless adult.”.

(b) CONFORMING AMENDMENTS.—Section
2105(c)(1) of such Act (42 U.S.C. 1397ee(c)(1)) is
amended—

(1) by inserting ‘‘and may not include cov-
erage of a nonpregnant childless adult’ after
‘“‘section 2101)”’; and

(2) by adding at the end the following: ‘“‘For
purposes of the preceding sentence, a care-
taker relative (as such term is defined for
purposes of carrying out section 1931) shall
not be considered a childless adult.”.

SEC. 8. IMPROVEMENT OF THE PROCESS FOR
THE DEVELOPMENT AND APPROVAL
OF MEDICAID AND CHIP DEM-
ONSTRATION PROJECTS.

Section 1115 of the Social Security Act (42
U.S.C. 1315) is amended by inserting after
subsection (c¢) the following:

“(d) In the case of any experimental, pilot,
or demonstration project under subsection
(a) to assist in promoting the objectives of
title XIX or XXI in a State that would result
in a substantive change in eligibility, enroll-
ment, benefits, financing, or cost-sharing (to
the extent permitted under section 1916(f))
with respect to a State program under title
XIX or XXI (in this subsection referred to as
a ‘demonstration project’) the following
shall apply:

‘(1) The Secretary may not approve a pro-
posal for a demonstration project, or for an
amendment of a demonstration project, sub-
mitted by a State on or after the date of en-
actment of this subsection, unless the State
requesting approval certifies that the State
provided reasonable public notice and a rea-
sonable opportunity for receipt and consider-
ation of public comment on the proposal
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prior to submission of the proposal to the
Secretary. Such notice shall include—

‘‘(A) the proposal;

‘“(B) the methodologies underlying the pro-
posal;

“(C) the justifications for the proposal;

‘(D) the State’s projections regarding the
likely effect and impact of the proposal on
individuals eligible for assistance and pro-
viders or suppliers of items or services under
title XIX or XXI (including under any dem-
onstration project conducted in conjunction
with either of those titles); and

‘““(E) the State’s assumptions on which the
projections described in subparagraph (D) are
based.

‘(2) With respect to any proposal for a
demonstration project, or for an amendment
or extension of a demonstration project,
which has not been approved or disapproved
by the Secretary as of the date of enactment
of this subsection, the Secretary shall—

‘“(A) provide public notice in the Federal
Register and on the Internet website of the
Centers for Medicare & Medicaid Services of
the proposal, any revisions of the proposal,
and any conditions for the financing or ap-
proval of the proposal;

‘(B) provide adequate opportunity for pub-
lic comment on the proposal, any revisions
of the proposal, and any such conditions;

‘(C) approve such proposal, any revisions
of the proposal, and any such conditions only
if, after consideration of the public com-
ments received, the Secretary determines
that the proposal, any revisions of the pro-
posal, and any such conditions are likely to
assist in promoting the objectives of title
XIX or XXI and identifies in writing the
basis for such determination; and

‘(D) publish on such website all docu-
mentation relating to the proposal (includ-
ing the written determination required
under subparagraph (C)), any revisions of the
proposal, and any such conditions, including
if the proposal, any revisions of the proposal,
and any such conditions are approved—

‘(i) the final terms and conditions for the
demonstration project; and

‘(i) a list identifying each provision of
title XIX or XXI, and each regulation relat-
ing to either such title, with which compli-
ance is waived, modified, or otherwise dis-
regarded or for which costs that would other-
wise not be permitted under such title will
be allowed.”.

SEC. 9. EFFECTIVE DATE.

(a) IN GENERAL.—Except as provided in
subsection (b), the amendments made by sec-
tions 3 through 6 shall apply to the approval
on or after the date of enactment of this Act
of—

(1) a waiver, experimental, pilot, or dem-
onstration project under section 1115 of the
Social Security Act (42 U.S.C. 1315); and

(2) an amendment or extension of such a
project.

(b) EXCEPTION.—The amendment made by
section 5 shall not apply with respect to any
extension of approval of a waiver, experi-
mental, pilot, or demonstration project with
respect to title XIX of the Social Security
Act that was first approved before 1994 and
that provides a comprehensive and preven-
tive child health program under such project
that includes screening, diagnosis, and treat-
ment of children who have not attained age
21.

Mr. ROCKEFELLER. Mr. President, I
rise today to join the distinguished
ranking member from Montana, Mr.
BAUcUS, in introducing the Medicaid
and CHIP Safety Net Preservation Act
of 2004. Medicaid and the Children’s
Health Insurance Program (CHIP) pro-
vide health insurance coverage to more
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than 50 million vulnerable Americans,
including pregnant women, Kids, people
with disabilities, and seniors in nursing
homes. Preserving the integrity of each
of these programs should be one of our
top priorities. The bill that we are in-
troducing today would ensure that Sec-
tion 1115 of the Social Security Act—
the so-called ‘1115 waiver authority’’—
does not erode the core objectives of
Medicaid and CHIP.

Medicaid and CHIP form the founda-
tion of our Nation’s health care safety
net. Without them, many more Ameri-
cans would be uninsured. Unfortu-
nately, the central objectives of these
entitlement programs have been
threatened in recent years by short-
sighted proposals to cap Federal fund-
ing, questionable administrative rules
and regulations, and inappropriate
waivers that essentially waive the re-
quirements of Federal law. The Med-
icaid and CHIP Safety Net Preserva-
tion Act would address each of these
issues by reaffirming the core require-
ments of Medicaid and SCHIP.

Congress created Medicaid in 1965 as
Federal-State partnership to provide
health insurance coverage to low-in-
come families on welfare. Over the
years, Medicaid has evolved into a
multi-faceted health insurance pro-
gram that serves working families, the
disabled, and the elderly. Throughout
the evolution of Medicaid, two aspects
of the program have remained the
same: Federal guidelines for program
administration and shared Federal and
State responsibility for financing. This
structure has served the Medicaid pro-
gram well. It maintains the national
health care safety net, while also al-
lowing Federal and State policymakers
to tailor the program to meet local
needs.

In 1997, I was joined by Senator
CHAFEE in introducing the Children’s
Health Insurance Program as part of
the Balanced Budget Act. The purpose
of this program has always been to
help the children of families that do
not qualify for Medicaid. At the time
that CHIP was enacted, 10 million chil-
dren were uninsured. Today, over 5 mil-
lion children have coverage through
CHIP; this includes nearly 23,000 chil-
dren in the State of West Virginia.
While we still have a long way to go in
order to provide every child with
health insurance, I believe the families
touched by the CHIP program thus far
would agree it serves its purpose well.

The legislation that Senator BAUCUS
and I are introducing today is designed
to make it very clear that certain re-
quirements under Medicaid and CHIP
are central to the overall objectives of
these programs and are not subject to
waiver. Specifically, this legislation
would ensure that 1115 waivers are not
used to impose global caps on Federal
payments to Medicaid. It would protect
the Federal guarantee of Medicaid for
any eligible individual. Children would
continue to have access to comprehen-
sive health benefits under the Early
and Periodic Screening, Diagnostic,
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and Treatment (EPSDT) program.
Money intended for the care of children
under CHIP would be used for that pur-
pose. Finally, the process for reviewing
and approving 1115 waivers would be
more transparent, allowing greater op-
portunities for public notice and com-
ment.

The Medicaid and CHIP Safety Net
Preservation Act is a good first step to-
ward preserving these critical health
insurance programs. However, in order
to strengthen Medicaid and CHIP for
the future, we must also enact legisla-
tion that gives States the resources
they need to cover eligible Medicaid
beneficiaries, restores funding for the
CHIP program, and allows states great-
er flexibility within the guidelines of
the law. I urge my colleagues to sup-
port all of these important measures.

By Mr. ALLARD (for himself, Mr.
BROWNBACK, Mr. ENzI, Mr.
INHOFE, Mr. MILLER, Mr. LOTT,
Mr. SANTORUM, Mr. SESSIONS,
and Mr. SHELBY):

S.J. Res. 30. A joint resolution pro-
posing an amendment to the Constitu-
tion of the United States relating to
marriage; to the Committee on the Ju-
diciary.

S.J. RES. 30

Resolved by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled, That the following article
is proposed as an amendment to the Con-
stitution of the United States, which shall be
valid to all intents and purposes as part of
the Constitution when ratified by the legis-
latures of three-fourths of the several States:

“ARTICLE —
“SECTION 1. SHORT TITLE.

““This Article may be cited as the ‘Federal
Marriage Amendment’.

“SECTION 2. MARRIAGE AMENDMENT.

“Marriage in the United States shall con-
sist only of the union of a man and a woman.
Neither this Constitution, nor the constitu-
tion of any State, shall be construed to re-
quire that marriage or the legal incidents
thereof be conferred upon any union other
than the union of a man and a woman.”.

———

SUBMITTED RESOLUTIONS

SENATE RESOLUTION 322—DESIG-
NATING AUGUST 16, 2004, AS “NA-
TIONAL AIRBORNE DAY”

Mr. HAGEL submitted the following
resolution; which was referred to the
Committee on the Judiciary:

S. RES. 322

Whereas the airborne forces of the United
States Armed Forces have a long and honor-
able history as units of adventuresome,
hardy, and fierce warriors who, for the na-
tional security of the United States and the
defense of freedom and peace, project the ef-
fective ground combat power of the United
States by Air Force air transport to the far
reaches of the battle area and, indeed, to the
far corners of the world;

Whereas August 16, 2004, marks the anni-
versary of the first official validation of the
innovative concept of inserting TUnited
States ground combat forces behind the bat-
tle line by means of a parachute;

Whereas the United States experiment of
airborne infantry attack began on June 25,
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1940, when the Army Parachute Test Platoon
was first authorized by the United States De-
partment of War, and was launched when 48
volunteers began training in July of 1940;

Whereas the Parachute Test Platoon per-
formed the first official Army parachute
jump on August 16, 1940;

Whereas the success of the Parachute Test
Platoon in the days immediately preceding
the entry of the United States into World
War II led to the formation of a formidable
force of airborne units that, since then, have
served with distinction and repeated success
in armed hostilities;

Whereas among those units are the former
11th, 13th, and 17th Airborne Divisions, the
venerable 82nd Airborne Division, the
versatile 101st Airborne Division (Air As-
sault), and the airborne regiments and bat-
talions (some as components of those divi-
sions, some as separate units) that achieved
distinction as the elite 75th Ranger Regi-
ment, the 173rd Airborne Brigade, the 187th
Infantry (Airborne) Regiment, the 503rd,
507th, 508th, 517th, 541st, and 542nd Parachute
Infantry Regiments, the 88th Glider Infantry
Regiment, the 509th, 551st, and 555th Para-
chute Infantry Batallions, and the 550th Air-
borne Infantry Battalion;

Whereas the achievements of the airborne
forces during World War II provided a basis
of evolution into a diversified force of para-
chute and air assault units that, over the
years, have fought in Korea, Vietnam, Gre-
nada, Panama, the Persian Gulf Region, and
Somalia, and have engaged in peacekeeping
operations in Lebanon, the Sinai Peninsula,
the Dominican Republic, Haiti, Bosnia, and
Kosovo;

Whereas the modern-day airborne force
that has evolved from those World War II be-
ginnings is an agile, powerful force that, in
large part, is composed of the 82nd Airborne
Division, the 101st Airborne Division (Air As-
sault), and the 75th Ranger Regiment which,
together with other units, comprise the
quick reaction force of the Army’s XVIII
Airborne Corps when not operating sepa-
rately under a regional combatant com-
mander;

Whereas that modern-day airborne force
also includes other elite forces composed en-
tirely of airborne trained and qualified spe-
cial operations warriors, including Army
Special Forces, Marine Corps Force Recon-
naissance units, Navy SEALs, and Air Force
combat control teams, all or most of which
comprise the forces of the United States Spe-
cial Operations Command;

Whereas in the aftermath of the terrorist
attacks on the United States on September
11, 2001, the 75th Ranger Regiment, special
forces units, and units of the 82nd Airborne
Division and the 101st Airborne Division (Air
Assault), together with other units of the
Armed Forces, have been prosecuting the
war against terrorism by carrying out com-
bat operations in Afghanistan, training oper-
ations in the Philippines, and other oper-
ations elsewhere;

Whereas in the aftermath of the Presi-
dent’s announcement of Operation Iraqi
Freedom in March 2003, the 75th Ranger
Regiment, special forces units, and units of
the 82nd Airborne Division, the 101st Air-
borne Division (Air Assault), and the 173rd
Airborne Brigade, together with other units
of the Armed Forces, have been prosecuting
the war against terrorism, carrying out com-
bat operations, conducting civil affair mis-
sions, and assisting in establishing democ-
racy in Iraq;

Whereas the airborne forces are and will
continue to be at the ready and the forefront
until the Global War on Terrorism is con-
cluded;

Whereas of the members and former mem-
bers of the United States combat airborne
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forces, all have achieved distinction by earn-
ing the right to wear the airborne’s ‘‘Silver
Wings of Courage’’, thousands have achieved
the distinction of making combat jumps, 69
have earned the Medal of Honor, and hun-
dreds have earned the Distinguished-Service
Cross, Silver Star, or other decorations and
awards for displays of such traits as heroism,
gallantry, intrepidity, and valor;

Whereas the members and former members
of the United States combat airborne forces
are members of a proud and honorable frater-
nity of the profession of arms that is made
exclusive by those distinctions which, to-
gether with their special skills and achieve-
ments, distinguish them as intrepid combat
parachutists, special operations forces, and
(in former days) glider troops; and

Whereas the history and achievements of
the members and former members of the air-
borne forces of the United States Armed
Forces warrant special expressions of the
gratitude of the American people as the air-
borne community celebrates August 16, 2004,
as the 64th anniversary of the first official
jump by the Army Parachute Test Platoon:
Now, therefore, be it

Resolved, That the Senate—

(1) designates August 16, 2004, as ‘‘National
Airborne Day’’; and

(2) requests that the President issue a
proclamation calling on Federal, State, and
local administrators and the people of the
United States to observe ‘‘National Airborne
Day’” with appropriate programs, cere-
monies, and activities.

Mr. HAGEL. Mr. President, I am
pleased to rise today to submit a Sen-
ate resolution which designates August
16, 2004 as ‘‘National Airborne Day.”

Our friend and former colleague, the
late Senator Strom Thurmond, intro-
duced this resolution in past years.
Senator Thurmond served with the
82nd Airborne Division, one of the first
airborne divisions to be organized in
the U.S. Army.

During a 2-year period during World
War II, the regiments of the 82nd Air-
borne served in Italy at Anzio, in
France at Normandy, and at the Battle
of the Bulge.

As a member of the 82nd Airborne Di-
vision, Senator Strom Thurmond par-
ticipated in the landings at Normandy
in June 1944.

Later this year we will celebrate the
60th Anniversary of the D-Day landings
and the Battle of Bulge.

On June 25, 1940, the War Department
authorized the Parachute Test Platoon
to experiment with the potential use of
airborne troops. The Parachute Test
Platoon, which was composed of 48 vol-
unteers, performed the first official
Army parachute jump on August 16,
1940. The success of the Platoon led to
the formation of a large and successful
airborne contingent that has served
from World War IT until the present.

The 11th, 13th, 17th, and 101st Air-
borne Divisions and numerous other
regimental and battalion size airborne
units were also organized following the
success of the Parachute Test Platoon.
In the last 64 years, these airborne
forces have performed in important
military and peace-keeping operations
all over the world, including Operation
Iraqi Freedom, and it is only appro-
priate that we designate a day to sa-
lute the contributions they have made
to this Nation.
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Through passage of ‘‘National Air-
borne Day,” the Senate will reaffirm
our support for the members of the air-
borne community.

I would like to thank Airborne vet-
erans and Airborne units for their tire-
less commitment to our Nation’s de-
fense and for the ideals of duty, honor,
country they embody. Airborne!

———

AMENDMENTS SUBMITTED AND
PROPOSED

SA 2860. Mrs. BOXER submitted an amend-
ment intended to be proposed by her to the
bill S. 1637, to amend the Internal Revenue
Code of 1986 to comply with the World Trade
Organization rulings on the FSC/ETI benefit
in a manner that preserves jobs and produc-
tion activities in the United States, to re-
form and simplify the international taxation
rules of the United States, and for other pur-
poses; which was ordered to lie on the table.

SA 2861. Mr. VOINOVICH (for himself and
Mr. BAUCUS) submitted an amendment in-
tended to be proposed by him to the bill S.
1637, supra; which was ordered to lie on the
table.

SA 2862. Mr. SANTORUM submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2863. Mr. SANTORUM submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2864. Mr. SANTORUM submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2865. Mr. HATCH submitted an amend-
ment intended to be proposed by him to the
bill S. 1637, supra; which was ordered to lie
on the table.

SA 2866. Mr. BUNNING (for himself and Mr.
CONRAD) submitted an amendment intended
to be proposed by him to the bill S. 1637,
supra; which was ordered to lie on the table.

SA 2867. Mr. BENNETT submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2868. Mrs. DOLE submitted an amend-
ment intended to be proposed by her to the
bill S. 1637, supra; which was ordered to lie
on the table.

SA 2869. Mr. GRAHAM, of Florida (for him-
self, Mr. NELSON, of Florida, Ms. CANTWELL,
and Mrs. MURRAY) submitted an amendment
intended to be proposed by him to the bill S.
1637, supra; which was ordered to lie on the
table.

SA 2870. Mr. GRAHAM, of Florida sub-
mitted an amendment intended to be pro-
posed by him to the bill S. 1637, supra; which
was ordered to lie on the table.

SA 2871. Mr. GRAHAM, of Florida sub-
mitted an amendment intended to be pro-
posed by him to the bill S. 1637, supra; which
was ordered to lie on the table.

SA 2872. Mr. GRAHAM, of Florida sub-
mitted an amendment intended to be pro-
posed by him to the bill S. 1637, supra; which
was ordered to lie on the table.

SA 2873. Mr. THOMAS submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2874. Mr. THOMAS submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2875. Ms. COLLINS (for herself, Mr.
GRASSLEY, Mr. BINGAMAN, Mr. CHAFEE, Mr.
DASCHLE, and Mr. SMITH) submitted an
amendment intended to be proposed by her
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to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2876. Mrs. HUTCHISON (for herself, Mr.
SMITH, and Ms. LANDRIEU) submitted an
amendment intended to be proposed by her
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2877. Mr. BAUCUS submitted an amend-
ment intended to be proposed by him to the
bill S. 1637, supra; which was ordered to lie
on the table.

SA 2878. Mr. PRYOR submitted an amend-
ment intended to be proposed by him to the
bill S. 1637, supra; which was ordered to lie
on the table.

SA 2879. Mrs. CLINTON submitted an
amendment intended to be proposed by her
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2880. Mr. DURBIN submitted an amend-
ment intended to be proposed by him to the
bill S. 1637, supra; which was ordered to lie
on the table.

SA 2881. Mr. HARKIN (for himself, Mr.
KENNEDY, Mr. SARBANES, Mr. KERRY, and Ms.
MIKULSKI) proposed an amendment to the
bill S. 1637, supra.

SA 2882. Mr. GRASSLEY (for Mr. BUNNING
(for himself, Mrs. LINCOLN, Mr. SANTORUM,
Mr. CONRAD, and Mr. BAUCUS)) proposed an
amendment to amendment SA 2686 proposed
by Mr. BUNNING (for himself, Ms. STABENOW,
Mrs. FEINSTEIN, Mr. LEVIN, Mr. KOHL, and
Mr. ROCKEFELLER) to the bill S. 1637, supra.

SA 2883. Mr. DAYTON submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2884. Mr. DAYTON submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2885. Mr. DAYTON submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2886. Mr. MCCONNELL (for Mr. FRIST)
submitted an amendment intended to be pro-
posed by Mr. MCCONNELL to the bill S. 1637,
supra.

SA 2887. Ms. COLLINS submitted an
amendment intended to be proposed by her
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2888. Mrs. HUTCHISON (for herself, Mr.
FRrIST, Ms. CANTWELL, and Mr. ALEXANDER)
submitted an amendment intended to be pro-
posed by her to the bill S. 1637, supra; which
was ordered to lie on the table.

SA 2889. Mr. SANTORUM submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

SA 2890. Mr. SANTORUM submitted an
amendment intended to be proposed by him
to the bill S. 1637, supra; which was ordered
to lie on the table.

———

TEXT OF AMENDMENTS

SA 2860. Mrs. BOXER submitted an
amendment intended to be proposed by
her to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

At the appropriate place, insert the fol-
lowing:
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SEC. . CREDIT AGAINST FICA TAXES FOR EM-
PLOYERS OF FIRST RESPONDERS
WHO ARE CALLED TO ACTIVE DUTY.

(a) IN GENERAL.—Subchapter C of chapter
21 is amended by redesignating section 3128
as section 3129 and inserting after section
3127 the following new section:

“SEC. 3128. CREDIT AGAINST TAX FOR EMPLOY-

ERS OF FIRST RESPONDERS.

‘“‘(a) ALLOWANCE OF CREDIT.—There shall be
allowed as a credit against the tax imposed
by this chapter an amount equal to 50 per-
cent of the wages paid to each qualified first
responder of the employer.

“(b) QUALIFIED FIRST RESPONDER.—For
purposes of this section, the term ‘qualified
first responder’ means any person who is—

‘(1) employed as a law enforcement offi-
cial, a firefighter, or a paramedic,

‘(2) a member of the Ready Reserve of a
reserve component of an Armed Force of the
United States (as defined in section 10142 and
10101 of title 10, United States Code), and

‘“(3)(A) serving on active duty for a period
of more than 30 days (within the meaning of
section 101(d) of such title 10),

‘“(B) hospitalized for, or convalescing from,
an illness or injury incurred in, or aggra-
vated during, the performance of such active
duty, or

‘“(C) not present at work during the 14-day
period beginning at the end of such active
duty or the end of the period referred to in
paragraph (2).”.

(b) TRANSFER OF FUNDS.—The Secretary of
the Treasury shall transfer from the general
revenues of the Federal Government an
amount sufficient so as to ensure that the
income and balances of the trust funds under
section 201 of the Social Security Act are not
reduced as a result of the application of the
amendment made by subsection (a).

(c) DETERMINATION OF BENEFITS.—In mak-
ing any determination of benefits under title
IT of the Social Security Act and part A of
title XVIII of such Act, the Commissioner of
Social Security shall disregard the effect of
the amendment made by subsection (a) on
any individual’s earnings record.

(d) CONFORMING AMENDMENT.—The table of
sections for subchapter C of chapter 21 is
amended by striking the last 2 items and in-
serting the following:

‘“Sec. 3128. Credit against tax for employers
of first responders.
‘“Sec. 3129. Short title.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to wages
paid after the date of the enactment of this
Act.

SA 2861. Mr. VOINOVICH (for himself
and Mr. BAUCUS) submitted an amend-
ment intended to be proposed by him
to the bill S. 1637, to amend the Inter-
nal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . BLUE RIBBON COMMISSION ON COM-
PREHENSIVE TAX REFORM.

(a) ESTABLISHMENT.—

(1) IN GENERAL.—There is established the
““Blue Ribbon Commission on Comprehensive
Tax Reform’ (in this section referred to as
the ‘“‘Commission’).

(2) MEMBERSHIP.—

(A) COMPOSITION.—The Commission shall
be composed of 17 members of whom—
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(i) 3 shall be appointed by the majority
leader of the Senate;

(ii) 3 shall be appointed by the minority
leader of the Senate;

(iii) 3 shall be appointed by the Speaker of
the House of Representatives;

(iv) 3 shall be appointed by the minority
leader of the House of Representatives; and

(v) 5 shall be appointed by the President, of
which no more than 3 shall be of the same
party as the President.

(B) FEDERAL EMPLOYEES.—The members of
the Commission may be employees or former
employees of the Federal Government.

(C) DATE.—The appointments of the mem-
bers of the Commission shall be made not
later than October 30, 2004.

(3) PERIOD OF APPOINTMENT; VACANCIES.—
Members shall be appointed for the life of
the Commission. Any vacancy in the Com-
mission shall not affect its powers, but shall
be filled in the same manner as the original
appointment.

(4) INITIAL MEETING.—Not later than 30
days after the date on which all members of
the Commission have been appointed, the
Commission shall hold its first meeting.

(5) MEETINGS.—The Commission shall meet
at the call of the Chairman.

(6) QUORUM.—A majority of the members of
the Commission shall constitute a quorum,
but a lesser number of members may hold
hearings.

(7) CHAIRMAN AND VICE CHAIRMAN.—The
President shall select a Chairman and Vice
Chairman from among its members.

(b) DUTIES OF THE COMMISSION.—

(1) STuDY.—The Commission shall conduct
a thorough study of all matters relating to a
comprehensive reform of the Federal tax sys-
tem, including the reform of the Internal
Revenue Code of 1986 and the implementa-
tion (if appropriate) of other types of tax
systems.

(2) RECOMMENDATIONS.—The Commission
shall develop recommendations on how to
comprehensively reform the Federal tax sys-
tem in a manner that generates appropriate
revenue for the Federal Government.

(3) REPORT.—Not later than 18 months
after the date on which all initial members
of the commission have been appointed pur-
suant to subsection (a)(2), the Commission
shall submit a report to the President and
Congress which shall contain a detailed
statement of the findings and conclusions of
the Commission, together with its rec-
ommendations for such legislation and ad-
ministrative actions as it considers appro-
priate.

(c) POWERS OF THE COMMISSION.—

(1) HEARINGS.—The Commission may hold
such hearings, sit and act at such times and
places, take such testimony, and receive
such evidence as the Commission considers
advisable to carry out this Act.

(2) INFORMATION FROM FEDERAL AGENCIES.—
The Commission may secure directly from
any Federal department or agency such in-
formation as the Commission considers nec-
essary to carry out this Act. Upon request of
the Chairman of the Commission, the head of
such department or agency shall furnish
such information to the Commission.

(3) POSTAL SERVICES.—The Commission
may use the United States mails in the same
manner and under the same conditions as
other departments and agencies of the Fed-
eral Government.

(4) GIFTS.—The Commission may accept,
use, and dispose of gifts or donations of serv-
ices or property.

(d) COMMISSION PERSONNEL MATTERS.—

(1) COMPENSATION OF MEMBERS.—Each
member of the Commission who is not an of-
ficer or employee of the Federal Government
shall be compensated at a rate equal to the
daily equivalent of the annual rate of basic
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pay prescribed for level IV of the Executive
Schedule under section 5315 of title 5, United
States Code, for each day (including travel
time) during which such member is engaged
in the performance of the duties of the Com-
mission. All members of the Commission
who are officers or employees of the United
States shall serve without compensation in
addition to that received for their services as
officers or employees of the United States.

(2) TRAVEL EXPENSES.—The members of the
Commission shall be allowed travel expenses,
including per diem in lieu of subsistence, at
rates authorized for employees of agencies
under subchapter I of chapter 57 of title 5,
United States Code, while away from their
homes or regular places of business in the
performance of services for the Commission.

(3) STAFF.—

(A) IN GENERAL.—The Chairman of the
Commission may, without regard to the civil
service laws and regulations, appoint and
terminate an executive director and such
other additional personnel as may be nec-
essary to enable the Commission to perform
its duties. The employment of an executive
director shall be subject to confirmation by
the Commission.
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(B) COMPENSATION.—The Chairman of the
Commission may fix the compensation of the
executive director and other personnel with-
out regard to chapter 51 and subchapter III of
chapter 53 of title 5, United States Code, re-
lating to classification of positions and Gen-
eral Schedule pay rates, except that the rate
of pay for the executive director and other
personnel may not exceed the rate payable
for level V of the Executive Schedule under
section 5316 of such title.

(4) DETAIL OF GOVERNMENT EMPLOYEES.—
Any Federal Government employee may be
detailed to the Commission without reim-
bursement, and such detail shall be without
interruption or loss of civil service status or
privilege.

() PROCUREMENT OF TEMPORARY AND INTER-
MITTENT SERVICES.—The Chairman of the
Commission may procure temporary and
intermittent services under section 3109(b) of
title 5, United States Code, at rates for indi-
viduals which do not exceed the daily equiva-
lent of the annual rate of basic pay pre-
scribed for level V of the Executive Schedule
under section 5316 of such title.

(e) TERMINATION OF THE COMMISSION.—The
Commission shall terminate 90 days after the

LCD panel assemblies for use in LCD pro-

jection type televisions (provided for in

subheading 9013.80.90)

No change
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date on which the Commission submits its
report under subsection (b).

(f) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such
sums as are necessary to the Commission to
carry out this section.

SA 2877. Mr. SANTORUM submitted
an amendment intended to be proposed
by him to the bill S. 1637, to amend the
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization
rulings on the FSC/ETI benefit in a
manner that preserves jobs and produc-
tion activities in the United States, to
reform and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

At the end of the bill, add the following:

TITLE V—-NON-REVENUE PROVISIONS
SEC. 501. LCD PANEL ASSEMBLIES.

(a) IN GENERAL.—Subchapter II of chapter
99 of the Harmonized Tariff Schedule of the
United States is amended by inserting in nu-
merical sequence the following new heading:

No change On or before 12/31/2006

(b) EFFECTIVE DATE.—The amendment
made by this section applies with respect to
goods entered, or withdrawn from warehouse
for consumption, on or after the 15th day
after the date of the enactment of this Act.

SA 2863. Mr. SANTORUM submitted
an amendment intended to be proposed
by him to the bill S. 1637, to amend the

o 9902.85.23

Internal Revenue Code of 1986 to com-
ply with the World Trade Organization
rulings on the FSC/ETI benefit in a
manner that preserves jobs and produc-
tion activities in the United States, to
reform and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table; as follows:

Plasma display panels for use in plasma

flat screen televisions (provided for in sub-

heading 8529.90.53)

No change

At the end of the bill, add the following:
TITLE V—NON-REVENUE PROVISIONS
SEC. 501. PLASMA DISPLAY PANELS.

(a) IN GENERAL.—Subchapter II of chapter
99 of the Harmonized Tariff Schedule of the
United States is amended by inserting in nu-
merical sequence the following new heading:

No change On or before 12/31/2006

(b) EFFECTIVE DATE.—The amendment
made by this section applies with respect to
goods entered, or withdrawn from warehouse
for consumption, on or after the 15th day
after the date of the enactment of this Act.

SA 2864. Mr. SANTORUM submitted
an amendment intended to be proposed
by him to the bill S. 1637, to amend the

o 9902.85.25

Internal Revenue Code of 1986 to com-
ply with the World Trade Organization
rulings on the FSC/ETI benefit in a
manner that preserves jobs and produc-
tion activities in the United States, to
reform and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table; as follows:

Electron guns actually used for cathode

ray tubes (CRT’s) with a high definition
television screen aspect ratio of 16:9 (pro-

vided for in subheading 8540.91.50) ..............

No change

At the end of the bill, add the following:
TITLE V—NON-REVENUE PROVISIONS

SEC. 501. ELECTRON GUNS FOR CATHODE RAY
TUBES.

(a) IN GENERAL.—Subchapter II of chapter
99 of the Harmonized Tariff Schedule of the
United States is amended by inserting in nu-
merical sequence the following new heading:

No change On or before 12/31/2006

(b) EFFECTIVE DATE.—The amendment
made by this section applies with respect to
goods entered, or withdrawn from warehouse
for consumption, on or after the 15th day
after the date of the enactment of this Act.

SA 2865. Mr. HATCH submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table; as follows:

At the appropriate place, insert the fol-
lowing:

SEC. .REVISIONS TO REIT PROVISIONS.

(a) RULES OF APPLICATION FOR FAILURE ToO
SATISFY SECTION 856(c)(4).—Section 856(c) (re-
lating to definition of real estate investment
trust), as amended by section 101, is amended
by inserting after paragraph (6) the following
new paragraph:

“(7) RULES OF APPLICATION FOR FAILURE TO
SATISFY PARAGRAPH (4)—

‘“(A) DE MINIMUS FAILURE.—A corporation,
trust, or association that fails to meet the
requirements of paragraph (4)(B)(iii) for a
particular quarter shall nevertheless be con-
sidered to have satisfied the requirements of
such paragraph for such quarter if—

‘(i) such failure is due to the ownership of
assets the total value of which does not ex-
ceed the lesser of—

“(I) 1 percent of the total value of the
trust’s assets at the end of the quarter for
which such measurement is done, and

*(IT) $10,000,000, and

“(ii)(I) the corporation, trust, or associa-
tion, following the identification of such
failure, disposes of assets in order to meet
the requirements of such paragraph within 6
months after the last day of the quarter in
which the corporation, trust or association’s
identification of the failure to satisfy the re-
quirements of such paragraph occurred or
such other time period prescribed by the Sec-
retary and in the manner prescribed by the
Secretary, or

“(IT) the requirements of such paragraph
are otherwise met within the time period
specified in subclause (I).
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‘“(B) FAILURES EXCEEDING DE MINIMIS
AMOUNT.—A corporation, trust, or associa-
tion that fails to meet the requirements of
paragraph (4) for a particular quarter shall
nevertheless be considered to have satisfied
the requirements of such paragraph for such
quarter if—

‘(i) such failure involves the ownership of
assets the total value of which exceeds the
de minimis standard described in subpara-
graph (A)(i) at the end of the quarter for
which such measurement is done,

‘‘(ii) following the corporation, trust, or
association’s identification of the failure to
satisfy the requirements of such paragraph
for a particular quarter, a description of
each asset that causes the corporation, trust,
or association to fail to satisfy the require-
ments of such paragraph at the close of such
quarter of any taxable year is set forth in a
schedule for such quarter filed in accordance
with regulations prescribed by the Sec-
retary,

‘“(iii) the failure to meet the requirements
of such paragraph for a particular quarter is
due to reasonable cause and not due to will-
ful neglect,

‘‘(iv) the corporation, trust, or association
pays a tax computed under subparagraph (C),
and

“(v)(I) the corporation, trust, or associa-
tion disposes of the assets set forth on the
schedule specified in clause (ii) within 6
months after the last day of the quarter in
which the corporation, trust or association’s
identification of the failure to satisfy the re-
quirements of such paragraph occurred or
such other time period prescribed by the Sec-
retary and in the manner prescribed by the
Secretary, or

‘“(IT) the requirements of such paragraph
are otherwise met within the time period
specified in subclause (I).

“(C) TaxXx.—For purposes of subparagraph
B)Av)—

‘(i) TAX IMPOSED.—If a corporation, trust,
or association elects the application of this
subparagraph, there is hereby imposed a tax
on the failure described in subparagraph (B)
of such corporation, trust, or association.
Such tax shall be paid by the corporation,
trust, or association.

‘(ii) TAX COMPUTED.—The amount of the
tax imposed by clause (i) shall be the greater
of—

“(I) $50,000, or

“(IT) the amount determined (pursuant to
regulations promulgated by the Secretary)
by multiplying the net income generated by
the assets described in the schedule specified
in subparagraph (B)(ii) for the period speci-
fied in clause (iii) by the highest rate of tax
specified in section 11.

‘“(iii) PERIOD.—For purposes of clause
(ii)(IT), the period described in this clause is
the period beginning on the first date that
the failure to satisfy the requirements of
such paragraph (4) occurs as a result of the
ownership of such assets and ending on the
earlier of the date on which the trust dis-
poses of such assets or the end of the first
quarter when there is no longer a failure to
satisfy such paragraph (4).

“(iv) ADMINISTRATIVE PROVISIONS.—For
purposes of subtitle F, the taxes imposed by
this subparagraph shall be treated as excise
taxes with respect to which the deficiency
procedures of such subtitle apply.”.

““(b) MODIFICATION OF RULES OF APPLICA-
TION FOR FAILURE TO SATISFY SECTIONS
856(c)(2) OR 856(c)(3).—Paragraph (6) of sec-
tion 856(c) (relating to definition of real es-
tate investment trust) is amended by strik-
ing subparagraphs (A) and (B), by redesig-
nating subparagraph (C) as subparagraph (B),
and by inserting before subparagraph (B) (as
so redesignated) the following new subpara-
graph:
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‘“(A) following the corporation, trust, or
association’s identification of the failure to
meet the requirements of paragraph (2) or
(3), or of both such paragraphs, for any tax-
able year, a description of each item of its
gross income described in such paragraphs is
set forth in a schedule for such taxable year
filed in accordance with regulations pre-
scribed by the Secretary, and”.

(¢) REASONABLE CAUSE EXCEPTION TO LoOSS
OF REIT STATUS IF FAILURE TO SATISFY RE-
QUIREMENTS.—Subsection (g) of section 856
(relating to termination of election) is
amended—

(1) in paragraph (1) by inserting before the
period at the end of the first sentence the

following: ‘‘unless paragraph (5) applies”’,
and

(2) by adding at the end the following new
paragraph:

“(5) ENTITIES TO WHICH PARAGRAPH AP-
PLIES.—This paragraph applies to a corpora-
tion, trust, or association—

‘“(A) which is not a real estate investment
trust to which the provisions of this part
apply for the taxable year due to one or more
failures to comply with one or more of the
provisions of this part (other than subsection
(c)(6) or (c)(7) of section 856),

‘(B) such failures are due to reasonable
cause and not due to willful neglect, and

‘(C) if such corporation, trust, or associa-
tion pays (as prescribed by the Secretary in
regulations and in the same manner as tax)
a penalty of $50,000 for each failure to satisfy
a provision of this part due to reasonable
cause and not willful neglect.”.

(d) DEDUCTION OF TAX PAID FROM AMOUNT
REQUIRED ToO BE DISTRIBUTED.—Subpara-
graph (E) of section 857(b)(2) is amended by
striking ‘“(7)”’ and inserting ‘‘(7) of this sub-
section, section 856(c)(7)(B)(iii), and section
856(2)(1).”.

(e) EXPANSION OF DEFICIENCY DIVIDEND
PROCEDURE.—Subsection (e) of section 860 is
amended by striking ‘‘or’’ at the end of para-
graph (2), by striking the period at the end of
paragraph (3) and inserting *‘; or,” and by
adding at the end the following new para-
graph:

‘“(4) a statement by the taxpayer attached
to its amendment or supplement to a return
of tax for the relevant tax year.”.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
yvears beginning after date of the enactment
of this Act.

SA 2866. Mr. BUNNING (for himself
and Mr. CONRAD) submitted an amend-
ment intended to be proposed by him
to the bill S. 1637, to amend the Inter-
nal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

On page 179, after line 25, insert the fol-
lowing:

SEC. . CONSOLIDATION OF LIFE INSURANCE

COMPANIES WITH OTHER COMPA-
NIES PERMITTED.

(a) IN GENERAL.—Section 1504(b) (defining
includible corporation) is amended by strik-
ing paragraph (2) and by redesignating para-
graphs (3) through (8) as paragraphs (2)
through (7), respectively.

(b) CONFORMING AMENDMENTS.—

(1) Section 1503 is amended by striking sub-
section (c¢) (relating to special rule for appli-
cation of certain losses against income of in-
surance companies taxed under section 801)
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and by redesignating subsections (d), (e), and
(f) as subsections (b), (¢), and (d), respec-
tively.

(2) Section 1504 is amended by striking sub-
section (¢) and by redesignating subsections
(d), (e), and (f) as subsections (c¢), (d), and (e),

respectively.
(3) Section 243(b)(2)(A) is amended by strik-
ing ‘‘sections 1504(b)(2), 1504(b)(4), and

1504(c)”’ and inserting ‘‘section 1504(b)(3)"’.

(4) Section 542(b)(b) is repealed.

(5) Section 805(a)(4)(E) is amended by strik-
ing ‘‘1504(b)(3)”’ and inserting ‘1504(b)(2)"’.

(6) Section 806(b)(3)(C) is repealed.

(7) Section 818(e)(1) is amended to read as
follows:

(1) ITEMS OF COMPANIES OTHER THAN INSUR-
ANCE COMPANIES.—If an affiliated group in-
cludes members which are and which are not
life insurance companies, all items of the
members of such group which are not life in-
surance companies shall not be taken into
account in determining the amount of the
tentative LICTI of members of such group
which are life insurance companies.’’.

(8) Section 832(b)(5)(D)(ii)(II) is amended by
striking £“1504(b)(3)”’ and inserting
¢1504(b)(2)".

(9) Section 847(8) is amended by striking
“without regard to the limitations’” and all
that follows and inserting a period.

(10) Section 864(e)(5)(A) is amended by
striking ‘‘paragraph (4)” and inserting
‘“‘paragraph (3)”.

(11) Section 936(i)(b)(A) is amended by
striking ‘‘section 1504(b)(3) or (4)”’ and insert-
ing ‘“‘section 1504(b)(2) or (3)”.

(12) Section 952(c)(1)(B)(vii)(II) is amended
by striking 1504(b)(3)’ and inserting
¢1504(b)(2)”.

(13) Section 953(d)(3) is amended by strik-
ing ¢“1503(d)’’ and inserting ‘‘1503(c)”’.

(14) Section 954(h)(4)(F)({i) is amended by

striking €¢1504(b)(3)”’ and inserting
£1504(b)(2)’.

(15) Section 6166(b)(10)(B)(ii)(V) is amended
by striking 1504(b)(3)’> and inserting
£1504(b)(2)’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2003.

SEC. . PHASE-IN OF APPLICATION OF CER-
TAIN LOSSES AGAINST INCOME OF
INSURANCE COMPANIES.

(a) PHASE-IN.—

(1) IN GENERAL.—For taxable years begin-
ning after December 31, 2003, and before Jan-
uary 1, 2010, if—

(A) an affiliated group includes 1 or more
domestic insurance companies subject to tax
under section 801 of the Internal Revenue
Code of 1986,

(B) the common parent of such group has
not elected under subsection (b) to treat all
such insurance companies as corporations
which are not includible corporations, and

(C) the consolidated taxable income of the
members of the group not taxed under such
section 801 results in a consolidated net oper-
ating loss for such taxable year,

then, under regulations prescribed by the
Secretary of the Treasury or his delegate,
the amount of such loss which cannot be ab-
sorbed in the applicable carryback periods
against the taxable income of such members
not taxed under such section 801 shall be
taken into account in determining the con-
solidated taxable income of the affiliated
group for such taxable year to the extent of
the applicable percentage of such loss or the
applicable percentage of the taxable income
of the members taxed under such section 801,
whichever is less. The unused portion of such
loss shall be available as a carryover, subject
to the same limitations (applicable to the
sum of the loss for the carryover year and
the loss (or losses) carried over to such year),
in applicable carryover years.
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(2) APPLICABLE PERCENTAGE.—For purposes
of paragraph (1), the applicable percentage
shall be determined in accordance with the
following table:

The applicable
percentage is:

For taxable years

40
50

90.

(b) ELECTION FOR PRE-2010 YEARS OF
GROUPS WITH INSURANCE COMPANIES.—For
taxable years beginning after December 31,
2003, and before January 1, 2010, the common
parent of an affiliated group (determined
without regard to section 1504(b)(2) of the In-
ternal Revenue Code of 1986 as in effect on
the day before the date of enactment of this
Act) which includes 1 or more domestic in-
surance companies subject to tax under sec-
tion 801 of such Code may elect to treat all
such insurance companies as corporations
which are not includible corporations within
the meaning of subsection (b) of section 1504
of such Code, if, as of the date of enactment
of this section—

(1) such affiliated group included 1 or more
insurance companies subject to tax under
section 801 of such Code, and

(2) no additional election was in effect
under section 1504(c)(2) of such Code (as in ef-
fect on the day before the date of the enact-
ment of this Act).

(¢) No CARRYBACK BEFORE JANUARY 1,
2004.—To the extent that a consolidated net
operating loss is allowed or increased by rea-
son of this section or the amendments made
by this Act, such loss may not be carried
back to a taxable year beginning before Jan-
uary 1, 2004.

(d) NONTERMINATION OF GROUP.—No affili-
ated group shall terminate solely as a result
of this section or the amendments made by
this Act.

(e) SUBSIDIARY STOCK BASIS ADJUST-
MENTS.—A member corporation’s basis in the
stock of a subsidiary corporation shall be ad-
justed upon consolidation to reflect the
preconsolidation income, gain, deduction,
loss, distributions, and other relevant
amounts during a period when such corpora-
tions were members of an affiliated group
(determined without regard to section
1504(b)(2) of the Internal Revenue Code of
1986 as in effect on the day before the date of
enactment of this Act) but were not included
in a consolidated return of such group by op-
eration of section 1504(c)(2)(A) of such Code
(as in effect on the day before the date of the
enactment of this Act) or by reason of the
election allowed under subsection (b).

(f) WAIVER OF 5-YEAR WAITING PERIOD.—An
automatic waiver from the 5-year waiting
period for reconsolidation provided in sec-
tion 1504(a)(3) of the Internal Revenue Code
of 1986 shall be granted to any corporation
which was previously an includible corpora-
tion but was subsequently deemed a non-
includible corporation as a result of becom-
ing a subsidiary of a corporation which was
not an includible corporation solely by oper-
ation of section 1504(c)(2) of such Code (as in
effect on the day before the date of enact-
ment of this Act), subject to such conditions
as the Secretary may prescribe.

SA 2867. Mr. BENNETT submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
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form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

On page 179, after line 25, add the fol-
lowing:

SEC. . MODIFICATION OF INVOLUNTARY CON-
VERSION RULES FOR BUSINESSES
AFFECTED BY THE SEPTEMBER 11TH
TERRORIST ATTACKS.

(a) IN GENERAL.—Subsection (g) of section
1400L is amended to read as follows:

“‘(g) MODIFICATION OF RULES APPLICABLE TO
NONRECOGNITION OF GAIN.—In the case of
property which is compulsorily or involun-
tarily converted as a result of the terrorist
attacks on September 11, 2001, in the New
York Liberty Zone—

‘(1) which was held by a corporation which
is a member of an affiliated group filing a
consolidated return, such corporation shall
be treated as satisfying the purchase require-
ment of section 1033(a)(2) with respect to
such property to the extent such require-
ment is satisfied by another member of the
group, and

‘(2) notwithstanding subsections (g) and
(h) of section 1033, clause (i) of section
1033(a)(2)(B) shall be applied by substituting
‘6 years’ for ‘2 years’ with respect to prop-
erty which is compulsorily or involuntarily
converted as a result of the terrorist attacks
on September 11, 2001, in the New York Lib-
erty Zone but only if substantially all of the
use of the replacement property is in the
City of New York, New York.”.

(b) EFFECTIVE DATE.—The amendments
made by this Act shall apply to involuntary
conversions occurring on or after September
11, 2001.

SA 2868. Mrs. DOLE submitted an
amendment intended to be proposed by
her to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . TAX TREATMENT OF STATE OWNER-
SHIP OF RAILROAD REAL ESTATE IN-
VESTMENT TRUST.

(a) IN GENERAL.—If a State owns all of the
outstanding stock of a corporation which is
a real estate investment trust, which is a
non-operating class III railroad, and substan-
tially all of the activities of which consist of
the ownership, leasing, and operation by
such corporation of facilities, equipment,
and other property used by the corporation
or other persons in railroad transportation,
then, for purposes of section 115 of the Inter-
nal Revenue Code of 1986—

(1) income derived from such activities by
the corporation shall be treated as accruing
to the State, and

(2) such activities shall be treated as the
exercise of an essential governmental func-
tion of the State to the extent such activi-
ties are of a type which are an essential gov-
ernment function (within the meaning of
section 115 of such Code).

(b) GAIN OR L0SS NOT RECOGNIZED ON CON-
VERSION.—Notwithstanding section 337(d) of
the Internal Revenue Code of 1986—

(1) no gain or loss shall be recognized under
section 336 or 337 of such Code, and

(2) no change in basis of the property of
such corporation shall occur,
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because of any change of status of the cor-
poration to a tax-exempt entity by reason of
the application of subsection (a).

(c) TAX-EXEMPT FINANCING.—Any obliga-
tion issued by an entity described in sub-
section (a) shall be treated as an obligation
of the State for purposes of applying section
103 and part IV of subchapter B of chapter 1
of the Internal Revenue Code of 1986.

(d) DEFINITIONS.—For purposes of this sec-
tion—

(1) REAL ESTATE INVESTMENT TRUST.—The
term ‘‘real estate investment trust’ has the
meaning given such term by section 856(a) of
the Internal Revenue Code of 1986.

(2) NON-OPERATING CLASS III RAILROAD.—
The term ‘‘non-operating class III railroad”
has the meaning given such term by part A
of subtitle IV of title 49, United States Code
(49 U.S.C. 10101 et seq.) and the regulations
thereunder.

(3) STATE.—The term ‘“‘State’ includes—

(A) the District of Columbia and any pos-
session of the United States, and

(B) any authority, agency, or public cor-
poration of a State.

(e) APPLICABILITY.—

(1) IN GENERAL.—Except as provided in
paragraph (2), this section shall apply on and
after the date on which a State becomes the
owner of all of the outstanding stock of a
corporation described in subsection (a).

(2) EXCEPTION.—This section shall
apply to any State which—

(A) becomes the owner of all of the voting
stock of a corporation described in sub-
section (a) after December 31, 2003, or

(B) becomes the owner of all of the out-
standing stock of a corporation described in
subsection (a) after December 31, 2005.

SA 2869. Mr. GRAHAM of Florida (for
himself, Mr. NELSON of Florida, Ms.
CANTWELL, and Mrs. MURRAY) sub-
mitted an amendment intended to be
proposed by him to the bill S. 1637, to
amend the Internal Revenue Code of
1986 to comply with the World Trade
Organization rulings on the FSC/ETI
benefit in a manner that preserves jobs
and production activities in the United
States, to reform and simplify the
international taxation rules of the
United States, and for other purposes;
which was ordered to lie on the table;
as follows:

At the end of subtitle C of title II add the
following:

SEC. . DELAY IN EFFECTIVE DATE OF FINAL
REGULATIONS GOVERNING EXCLU-
SION OF INCOME FROM INTER-
NATIONAL OPERATION OF SHIPS OR
AIRCRAFT.

Notwithstanding the provisions of Treas-
ury regulation §1.883-5, the final regulations
issued by the Secretary of the Treasury re-
lating to income derived by foreign corpora-
tions from the international operation of
ships or aircraft (Treasury regulations
§1.883-1 through §1.883-5) shall apply to tax-
able years of a foreign corporation seeking
qualified foreign corporation status begin-
ning after September 24, 2004.

SA 2870. Mr. GRAHAM of Florida
submitted an amendment intended to
be proposed by him to the bill S. 1637,
to amend the Internal Revenue Code of
1986 to comply with the World Trade
Organization rulings on the FSC/ETI
benefit in a manner that preserves jobs
and production activities in the United
States, to reform and simplify the
international taxation rules of the
United States, and for other purposes;

not
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which was ordered to lie on the table;

as follows:

On page 179, after line 25, insert the fol-
lowing:
SEC. . EXPANSION OF PERIOD WITHIN WHICH

CONVERTED CITRUS TREE PROP-
ERTY MUST BE REPLACED.

(a) IN GENERAL.—Section 1033 (relating to
period within which property must be re-
placed) is amended by redesignating sub-
section (k) as subsection (1) and by inserting
after subsection (j) the following new sub-
section:

“(k) COMMERCIAL TREES DESTROYED BE-
CAUSE OF CITRUS TREE CANKER.—In the case
of commercial citrus trees which are
compulsorily or involuntarily converted
under a public order as a result of the citrus
tree canker, clause (i) of subsection (a)(2)(B)
shall be applied as if such clause read: ‘2
yvears after the close of the taxable year in
which a State or Federal plant health au-
thority determines that the land on which
such trees grew is free from the bacteria that
causes citrus tree canker and permits re-
planting to begin’.”.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall apply to taxable
years beginning before, on, or after the date
of the enactment of this Act.

SEC. . 10-YEAR RATABLE INCOME INCLUSION
FOR CITRUS CANKER TREE PAY-
MENTS.

(a) IN GENERAL.—Part I of subchapter Q of
chapter 1 (relating to income averaging) is
amended by inserting after section 1301 the
following new section:

“SEC. 1302. 10-YEAR RATABLE INCOME INCLU-
SION FOR CITRUS CANKER TREE
PAYMENTS.

‘“(a) IN GENERAL.—At the election of the
taxpayer, any amount taken into account as
income or gain by reason of receiving a cit-
rus canker tree payment shall be included in
the income of the taxpayer ratably over the
10-year period beginning with the taxable
year in which the payment is received or ac-
crued by the taxpayer.

“(b) CITRUS CANKER TREE PAYMENT.—For
purposes of subsection (a), the term ‘citrus
canker tree payment’ means a payment
made to an owner of a commercial citrus
grove to recover income that was lost as a
result of the removal of commercial citrus
trees to control canker under the amend-
ments to the citrus canker regulations (7
C.F.R. 301) made by the final rule published
in the Federal Register by the Secretary of
Agriculture on June 18, 2001 (66 Fed. Reg.
32713, Docket No. 00-37-4).”.

(b) CLERICAL AMENDMENT.—The table of
sections for part I of subchapter Q of chapter
1 is amended by inserting after the item re-
lating to section 1301 the following new item:

‘“‘Sec. 1302. 10-year ratable income inclu-
sion for citrus canker tree pay-
ments.””.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
made before, on, or after the date of the en-
actment of this Act.

SA 2871. Mr. GRAHAM of Florida
submitted an amendment intended to
be proposed by him to the bill S. 1637,
to amend the Internal Revenue Code of
1986 to comply with the World Trade
Organization rulings on the FSC/ETI
benefit in a manner that preserves jobs
and production activities in the United
States, to reform and simplify the
international taxation rules of the
United States, and for other purposes;
which was ordered to lie on the table;
as follows:
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At the appropriate place insert the fol-
lowing:

SEC. . REPEAL OF APPLICATION OF BELOW-
MARKET LOAN RULES TO AMOUNTS
PAID TO CERTAIN CONTINUING
CARE FACILITIES.

(a) IN GENERAL.—Section 7872(c)(1) (relat-
ing to below-market loans to which section
applies) is amended by striking subparagraph
).

(b) FULL EXCEPTION.—Section 7872(g) (re-
lating to exception for certain loans to quali-
fied continuing care facilities) is amended—

(1) by striking paragraphs (2) and (5),

(2) by redesignating paragraphs (3) and (4)
as paragraphs (2) and (3), respectively,

(3) by adding at the end of paragraph (2) (as

so redesignated) the following new flush sen-
tence:
““The Secretary shall issue guidance which
limits such term to contracts which provide
to an individual or individual’s spouse only
facilities, care, and services described in this
paragraph which are customarily offered by
continuing care facilities.”’, and

(4) by striking ‘““CERTAIN”’ in the heading
thereof.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to calendar
years beginning after December 31, 2004.

SA 2872. Mr. GRAHAM of Florida
submitted an amendment intended to
be proposed by him to the bill S. 1637,
to amend the Internal Revenue Code of
1986 to comply with the World Trade
Organization rulings on the FSC/ETI
benefit in a manner that preserves jobs
and production activities in the United
States, to reform and simplify the
international taxation rules of the
United States, and for other purposes;
which was ordered to lie on the table as
follows:

On page 179, after line 25, insert the fol-

lowing:

SEC. . SPACEPORTS TREATED LIKE AIRPORTS
UNDER EXEMPT FACILITY BOND
RULES.

(a) IN GENERAL.—Paragraph (1) of section
142(a) (relating to exempt facility bonds) is
amended to read as follows:

‘(1) airports and spaceports,”’.

(b) TREATMENT OF GROUND LEASES.—Para-
graph (1) of section 142(b) (relating to certain
facilities must be governmentally owned) is
amended by adding at the end the following
new subparagraph:

¢“(C) SPECIAL RULE FOR SPACEPORT GROUND
LEASES.—For purposes of subparagraph (A),
spaceport property which is located on land
owned by the United States and which is
used by a governmental unit pursuant to a
lease (as defined in section 168(h)(7)) from
the United States shall be treated as owned
by such unit if—

‘(i) the lease term (within the meaning of
section 168(i)(3)) is at least 15 years, and

‘“(ii) such unit would be treated as owning
such property if such lease term were equal
to the useful life of such property.”’.

(c) DEFINITION OF SPACEPORT.—Section 142
is amended by adding at the end the fol-
lowing new subsection:

“(1) SPACEPORT.—

‘(1) IN GENERAL.—For purposes of sub-
section (a)(1), the term ‘spaceport’ means—

‘“(A) any facility directly related and es-
sential to servicing spacecraft, enabling
spacecraft to launch or reenter, or transfer-
ring passengers or space cargo to or from
spacecraft, but only if such facility is lo-
cated at, or in close proximity to, the launch
site or reentry site, and

‘(B) any other functionally related and
subordinate facility at or adjacent to the
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launch site or reentry site at which launch
services or reentry services are provided, in-
cluding a launch control center, repair shop,
maintenance or overhaul facility, and rocket
assembly facility.

‘(2) ADDITIONAL TERMS.—For purposes of
paragraph (1)—

‘“(A) SPACE CARGO.—The term ‘space cargo’
includes satellites, scientific experiments,
other property transported into space, and
any other type of payload, whether or not
such property returns from space.

‘“(B) SPACECRAFT.—The term ‘spacecraft’
means a launch vehicle or a reentry vehicle.

‘(C) OTHER TERMS.—The terms ‘launch’,
‘launch site’, ‘launch services’, ‘launch vehi-
cle’, ‘payload’, ‘reenter’, ‘reentry services’,
‘reentry site’, and ‘reentry vehicle’ shall
have the respective meanings given to such
terms by section 70102 of title 49, United
States Code (as in effect on the date of en-
actment of this subsection).”.

(d) EXCEPTION FROM FEDERALLY GUARAN-
TEED BOND PROHIBITION.—Paragraph (3) of
section 149(b) (relating to exceptions) is
amended by adding at the end the following
new subparagraph:

‘“(E) EXCEPTION FOR SPACEPORTS.—Para-
graph (1) shall not apply to any exempt facil-
ity bond issued as part of an issue described
in paragraph (1) of section 142(a) to provide a
spaceport in situations where—

‘(i) the guarantee of the United States (or
an agency or instrumentality thereof) is the
result of payment of rent, user fees, or other
charges by the United States (or any agency
or instrumentality thereof), and

¢“(ii) the payment of the rent, user fees, or
other charges is for, and conditioned upon,
the use of the spaceport by the United States
(or any agency or instrumentality thereof).”.

(e) CONFORMING AMENDMENT.—The heading
for section 142(c) is amended by inserting ‘°,
SPACEPORTS,”” after ‘“AIRPORTS”’.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to bonds
issued after the date of the enactment of this
Act.

SA 2873. Mr. THOMAS submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table; as follows:

On page 179, after line 25, add the fol-
lowing:
SEC. . DEFINITION OF MANUFACTURING FA-

CILITY FOR SMALL ISSUE BONDS.

(a) IN GENERAL.—Section 144(a)(12) (relat-
ing to termination dates) is amended by
striking subparagraph (C) and inserting the
following new subparagraphs:

¢(C) MANUFACTURING FACILITY.—For pur-
poses of this paragraph, the term ‘manufac-
turing facility’ means any facility which is
used in—

‘(i) the manufacture of tangible personal
property (including processing which results
in a change in the condition of such prop-
erty),

‘(ii) the manufacture or development of
any software product or process if—

“(I) it takes more than 6 months to manu-
facture or develop such product,

‘“(II) the manufacture or development
could not with due diligence be reasonably
expected to occur in less than 6 months, and

‘“(IIT) the software product or process com-
prises programs, routines, and attendant
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documentation developed and maintained for
use in computer and telecommunications
technology, or

‘(iii) the manufacture or development of
any biobased product or bioenergy if—

“(I) it takes more than 6 months to manu-
facture or develop, and

‘“(II) the manufacture or development
could not with due diligence be reasonably
expected to occur in less than 6 months.

‘(D) RELATED FACILITIES.—For purposes of
subparagraph (C), the term ‘manufacturing
facility’ includes a facility which is directly
and functionally related to a manufacturing
facility (determined without regard to sub-
paragraph (C)) if—

‘(i) such facility, including an office facil-
ity and a research and development facility,
is located on the same site as the manufac-
turing facility, and

‘‘(ii) not more than 40 percent of the net
proceeds of the issue are used to provide such
facility.

‘“(E) OTHER DEFINITIONS.—For purposes of
subparagraph (C)(iii)—

(1) BIOBASED PRODUCT.—The term
‘biobased product’ means a commercial or
industrial product (other than food or feed)
which utilizes biological products or renew-
able domestic agricultural (plant, animal,
and marine) or forestry materials.

‘“(ii) BIOENERGY.—The term ‘bioenergy’
means biomass used in the production of en-
ergy, including liquid, solid, or gaseous fuels,
electricity, and heat.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to obliga-
tions issued after the date of the enactment
of this Act.

SA 2874. Mr. THOMAS submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table; as follows:

On page 179, after line 25, add the fol-
lowing:

SEC.3  .SODA ASH ROYALTIES.

Section 24 of the Mineral Leasing Act (30
U.S.C. 262) is amended—

(1) by striking ‘‘SEC. 24. That upon’’ and in-
serting the following:

“SEC. 24. LEASES.

‘‘(a) IN GENERAL.—Upon’’; and

(2) by adding at the end the following:

“(b) SopA ASH ROYALTIES.—Notwith-
standing subsection (a), during the 5-year pe-
riod beginning on the date of enactment of
this subsection, the royalty rate applicable
to any soda ash lease entered into under sub-
section (a) before, on, or after the date of en-
actment of this subsection shall be 2 per-
cent.”.

SA 2875. Ms. COLLINS (for herself,
Mr. GRASSLEY, Mr. BINGAMAN, Mr.
CHAFEE, Mr. DASCHLE, and Mr. SMITH)
submitted an amendment intended to
be proposed by her to the bill S. 1637, to
amend the Internal Revenue Code of
1986 to comply with the World Trade
Organization rulings on the FSC/ETI
benefit in a manner that preserves jobs
and production activities in the United
States, to reform and simplify the
international taxation rules of the
United States, and for other purposes;
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which was ordered to lie on the table;
as follows:

At the end add the following:

TITLE VI—CIVIL RIGHTS TAX RELIEF
SEC. 601. EXCLUSION FROM GROSS INCOME FOR
AMOUNTS RECEIVED ON ACCOUNT
OF CERTAIN UNLAWFUL DISCRIMI-
NATION.

(a) IN GENERAL.—Part III of subchapter B
of chapter 1 (relating to items specifically
excluded from gross income) is amended by
redesignating section 140 as section 140A and
by inserting after section 139 the following
new section:

“SEC. 140. AMOUNTS RECEIVED ON ACCOUNT OF
CERTAIN UNLAWFUL DISCRIMINA-
TION.

“(a) IN GENERAL.—

‘(1) EXCLUSION.—Gross income does not in-
clude amounts received by a claimant
(whether by suit or agreement and whether
as lump sums or periodic payments) on ac-
count of a claim of unlawful discrimination
(as defined in subsection (b)) or a claim of a
violation of subchapter III of chapter 37 of
title 31, United States Code.

‘(2) AMOUNTS COVERED.—For purposes of
paragraph (1), the term ‘amounts’ does not
include—

‘“(A) backpay or frontpay, as defined in
section 1302(b), or

‘(B) punitive damages.

“(b) UNLAWFUL DISCRIMINATION DEFINED.—
For purposes of this section, the term ‘un-
lawful discrimination’ means an act that is
unlawful under any of the following:

‘(1) Section 302 of the Civil Rights Act of
1991 (2 U.S.C. 1202).

“(2) Section 201, 202, 203, 204, 205, 206, or 207
of the Congressional Accountability Act of
1995 (2 U.S.C. 1311, 1312, 1313, 1314, 1315, 1316,
or 1317).

‘“(3) The National Labor Relations Act (29
U.S.C. 151 et seq.).

‘“(4) The Fair Labor Standards Act of 1938
(29 U.S.C. 201 et seq.).

““(5) Section 4 or 15 of the Age Discrimina-
tion in Employment Act of 1967 (29 U.S.C. 623
or 633a).

““(6) Section 501 or 504 of the Rehabilitation
Act of 1973 (29 U.S.C. 791 or 794).

‘“(7) Section 510 of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1140).

‘(8) Title IX of the Education Amendments
of 1972 (29 U.S.C. 1681 et seq.).

‘“(9) The Employee Polygraph Protection
Act of 1988 (29 U.S.C. 201 et seq.).

‘“(10) The Worker Adjustment and Retrain-
ing Notification Act (29 U.S.C. 2102 et seq.).

‘“(11) Section 105 of the Family and Medical
Leave Act of 1993 (29 U.S.C. 2615).

‘(12) Chapter 43 of title 38, United States
Code (relating to employment and reemploy-
ment rights of members of the uniformed
services).

“(13) Section 1977, 1979, or 1980 of the Re-
vised Statutes (42 U.S.C. 1981, 1983, or 1985).

‘“(14) Section 703, 704, or 717 of the Civil
Rights Act of 1964 (42 U.S.C. 2000e-2, 2000e-3,
or 2000e-16).

““(15) Section 804, 805, 806, 808, or 818 of the
Fair Housing Act (42 U.S.C. 3604, 3605, 3606,
3608, or 3617).

‘(16) Section 102, 202, 302, or 503 of the
Americans with Disabilities Act of 1990 (42
U.S.C. 12112, 12132, 12182, or 12203).

“(17) Any provision of Federal law (popu-
larly known as whistleblower protection pro-
visions) prohibiting the discharge of an em-
ployee, the discrimination against an em-
ployee, or any other form of retaliation or
reprisal against an employee for asserting
rights or taking other actions permitted
under Federal law.

‘“(18) Any provision of Federal, State, or
local law, or common law claims permitted
under Federal, State, or local law—
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“‘(A) providing for the enforcement of civil
rights, or

‘“(B) regulating any aspect of the employ-
ment relationship, including claims for
wages, compensation, or benefits, or prohib-
iting the discharge of an employee, the dis-
crimination against an employee, or any
other form of retaliation or reprisal against
an employee for asserting rights or taking
other actions permitted by law.”’.

(b) CLERICAL AMENDMENT.—The table of
sections for part III of subchapter B of chap-
ter 1 is amended by striking the last item
and inserting the following:

““Sec. 140. Amounts received on account of
certain unlawful discrimina-
tion.

‘“Sec. 140. Cross references to other Acts.”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to damages
received in taxable years beginning after De-
cember 31, 2002.

SEC. 602. LIMITATION ON TAX BASED ON INCOME
AVERAGING FOR BACKPAY AND
FRONTPAY RECEIVED ON ACCOUNT
OF CERTAIN UNLAWFUL EMPLOY-
MENT DISCRIMINATION.

(a) IN GENERAL.—Part I of subchapter Q of
chapter 1 (relating to income averaging) is
amended by adding at the end the following
new section:
“SEC. 1302. INCOME FROM BACKPAY AND
FRONTPAY RECEIVED ON ACCOUNT
OF CERTAIN UNLAWFUL EMPLOY-
MENT DISCRIMINATION.

‘‘(a) GENERAL RULE.—If employment dis-
crimination backpay or frontpay is received
by a taxpayer during a taxable year, the tax
imposed by this chapter for such taxable
year shall not exceed the sum of—

‘(1) the tax which would be so imposed if—

‘“(A) no amount of such backpay or
frontpay were included in gross income for
such year, and

‘(B) no deduction were allowed for such
year for expenses (otherwise allowable as a
deduction to the taxpayer for such year) in
connection with making or prosecuting any
claim of unlawful employment discrimina-
tion by or on behalf of the taxpayer, plus

‘“(2) the product of—

‘““(A) the number of years in the backpay
period and frontpay period, and

‘(B) the amount by which the tax deter-
mined under paragraph (1) would increase if
the amount on which such tax is determined
were increased by the average annual net
backpay and frontpay amount.

‘‘(b) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) EMPLOYMENT DISCRIMINATION BACKPAY
OR FRONTPAY.—The term ‘employment dis-
crimination backpay or frontpay’ means
backpay or frontpay receivable (whether as
lump sums or periodic payments) on account
of a claim of unlawful employment discrimi-
nation.

“(2) UNLAWFUL EMPLOYMENT DISCRIMINA-
TION.—The term ‘unlawful employment dis-
crimination’ has the meaning provided the
term ‘unlawful discrimination’ in section
140(b).

‘“(3) BACKPAY AND FRONTPAY.—The terms
‘backpay’ and ‘frontpay’ mean amounts in-
cludible in gross income in the taxable
year—

‘““(A) as compensation which
utable—

‘(i) in the case of backpay, to services per-
formed, or that would have been performed
but for a claimed violation of law, as an em-
ployee, former employee, or prospective em-
ployee before such taxable year for the tax-
payer’s employer, former employer, or pro-
spective employer; and

‘‘(ii) in the case of frontpay, to employ-
ment that would have been performed but for

is attrib-
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a claimed violation of law, in a taxable year
or taxable years following the taxable year;
and

“(B) which are—

‘(i) ordered, recommended, or approved by
any governmental entity to satisfy a claim
for a violation of law, or

‘“(ii) received from the settlement of such
a claim.

‘‘(4) BACKPAY PERIOD.—The term ‘backpay
period’ means the period during which serv-
ices are performed (or would have been per-
formed) to which backpay is attributable. If
such period is not equal to a whole number
of taxable years, such period shall be in-
creased to the next highest number of whole
taxable years.

‘‘(5) FRONTPAY PERIOD.—The term ‘frontpay
period’ means the period of foregone employ-
ment to which frontpay is attributable. If
such period is not equal to a whole number
of taxable years, such period shall be in-
creased to the next highest number of whole
taxable years.

‘“(6) AVERAGE ANNUAL NET BACKPAY AND
FRONTPAY AMOUNT.—The term ‘average an-
nual net backpay and frontpay amount’
means the amount equal to—

‘“(A) the excess of—

‘(i) employment discrimination backpay
and frontpay, over

‘“(ii) the amount of deductions that would
have been allowable but for subsection
(a)(1)(B), divided by

‘“(B) the number of years in the backpay
period and frontpay period.”.

(b) CLERICAL AMENDMENT.—The table of
sections for part I of subchapter Q of chapter
1 is amended by inserting after section 1301
the following new item:

““Sec. 1302. Income from backpay or frontpay
received on account of certain
unlawful employment discrimi-
nation.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
received in taxable years beginning after De-
cember 31, 2002.

SEC. 603. INCOME AVERAGING FOR BACKPAY
AND FRONTPAY RECEIVED ON AC-
COUNT OF CERTAIN UNLAWFUL EM-
PLOYMENT DISCRIMINATION NOT
TO INCREASE ALTERNATIVE MIN-
IMUM TAX LIABILITY.

(a) IN GENERAL.—Section 55(c) (defining
regular tax) is amended by redesignating
paragraph (2) as paragraph (3) and by insert-
ing after paragraph (1) the following:

¢“(2) COORDINATION WITH INCOME AVERAGING
FOR AMOUNTS RECEIVED ON ACCOUNT OF EM-
PLOYMENT DISCRIMINATION.—Solely for pur-
poses of this section, section 1302 (relating to
averaging of income from backpay or
frontpay received on account of certain un-
lawful employment discrimination) shall not
apply in computing the regular tax.”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2002.

SA 2876. Mrs. HUTCHISON (for her-
self, Mr. SMITH, and Ms. LANDRIEU) sub-
mitted an amendment intended to be
proposed by her to the bill S. 1637, to
amend the Internal Revenue Code of
1986 to comply with the World Trade
Organization rulings on the FSC/ETI
benefit in a manner that preserves jobs
and production activities in the United
States, to reform and simplify the
international taxation rules of the
United States, and for other purposes;
which was ordered to lie on the table;
as follows:

On page 76, strike lines 3 through 14 and in-
sert the following:
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‘“(e) DOMESTIC PRODUCTION GROSS RE-
CEIPTS.—For purposes of this section—

(1) IN GENERAL.—

‘““(A) RECEIPTS FROM QUALIFYING PRODUC-
TION PROPERTY.—The term ‘domestic produc-
tion gross receipts’ means the gross receipts
of the taxpayer which are derived from—

‘“(i) any sale, exchange, or other disposi-
tion of, or

‘(ii) any lease, rental, or license of,
qualifying production property which was
manufactured, produced, grown, or extracted
in whole or in significant part by the tax-
payer within the United States.

‘“(B) RECEIPTS FROM CERTAIN SERVICES.—
Such term also includes the gross receipts of
the taxpayer which are derived from any
construction, engineering, or architectural
services performed in the United States for
construction projects in the United States.

SA 2877. Mr. BAUCUS submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

Beginning on page 164, strike line 12
through page 165, line 2, and insert the fol-
lowing:

(b) SPECIAL RULE FOR MUTUAL OR COOPERA-
TIVE TELEPHONE COMPANIES.—Section 512(b)
(relating to modifications) is amended by
adding at the end the following new para-
graph:

¢‘(18) SPECIAL RULE FOR MUTUAL OR COOPER-
ATIVE TELEPHONE COMPANIES.—A mutual or
cooperative telephone company which for
the taxable year satisfies the requirements
of section 501(c)(12)(A) may elect to reduce
its unrelated business taxable income for
such year, if any, by an amount that does
not exceed the qualified broadband expendi-
tures which would be taken into account
under section 191 for such year by such com-
pany if such company was not exempt from
taxation. Any amount which is allowed as a
deduction under this paragraph shall not be
allowed as a deduction under section 191 and
the basis of any property to which this para-
graph applies shall be reduced under section
1016(a)(29).”".

On page 168, strike lines 16 through 18 and
insert the following:

(f) EFFECTIVE DATES.—The amendments
made by this section shall apply to expendi-
tures incurred after the date of the enact-
ment of this Act and before the date which is
12 months after the date of the enactment of
this Act.

SA 2878. Mr. PRYOR submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

Strike section 487 in amendment No. 2645,
as agreed to.

SA 2879. Mrs. CLINTON submitted an
amendment intended to be proposed by
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her to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . TRANSMISSION OF PERSONALLY IDEN-
TIFIABLE INFORMATION TO FOR-
EIGN AFFILIATES OR SUBCONTRAC-
TORS.

(a) DEFINITIONS.—As used in this section,
the following definitions shall apply:

(1) BUSINESS ENTERPRISE.—The term ‘‘busi-
ness enterprise’” means any organization, as-
sociation, or venture established to make a
profit.

(2) COUNTRY WITH ADEQUATE PRIVACY PRO-
TECTION.—The term ‘‘country with adequate
privacy protection’” means a country that
has been certified by the Federal Trade Com-
mission as having a legal system that pro-
vides adequate privacy protection for such
information.

(3) HEALTH CARE BUSINESS.—The term
‘“‘health care business’ means any business
enterprise or nonprofit organization that
collects or retains personally identifiable in-
formation about consumers in relation to
medical care, including—

(A) hospitals;

(B) health maintenance organizations;

(C) medical partnerships;

(D) emergency medical
companies;

(E) medical transcription companies; and

(F) subcontractors, or potential sub-
contractors, of the entities described in sub-
paragraphs (A) through (E).

(4) PERSONALLY IDENTIFIABLE INFORMA-
TION.—The term ‘‘personally identifiable in-
formation” includes name, bank account in-
formation, social security number, address,
telephone number, passwords, mother’s
maiden name, and age.

(b) TRANSMISSION OF INFORMATION.—

(1) IN GENERAL.—A business enterprise may
transmit personally identifiable information
regarding a citizen of the United States to
any foreign affiliate or subcontractor lo-
cated in a country that is a country with
adequate privacy protection.

(2) CONSENT REQUIRED.—A business enter-
prise may not transmit personally identifi-
able information regarding a citizen of the
United States to any foreign affiliate or sub-
contractor located in a country that is not a
country with adequate privacy protection,
unless—

(A) the business enterprise obtains consent
from the citizen, before a consumer relation-
ship is established or before the effective
date of this section, to transmit such infor-
mation to such foreign affiliate or subcon-
tractor; and

(B) the consent referred to in subparagraph
(A) is renewed by the citizen within 1 year
before such information is transmitted.

(3) LIABILITY.—A business enterprise shall
be liable for any damages arising from the
improper storage, duplication, sharing, or
other misuse of personally identifiable infor-
mation by the business enterprise or by any
of its foreign affiliates or subcontractors
that received such information from the
business enterprise.

(4) RULEMAKING.—The Chairman of the
Federal Trade Commission shall promulgate
regulations through which the Chairman
may enforce the provisions of this subsection
and impose a fine for a violation of this sub-
section.

transportation
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(¢) HEALTH CARE INFORMATION.—

(1) IN GENERAL.—A health care business
shall be liable for any damages arising from
the improper storage, duplication, sharing,
or other misuse of personally identifiable in-
formation by the business enterprise or by
any of its foreign affiliates or subcontractors
that received such information from the
business enterprise.

(2) NO OPT OUT PROVISION.—A health care
business may not terminate an existing rela-
tionship with a consumer of health care serv-
ices to avoid the consent requirement under
subsection (b)(2).

(3) RULEMAKING.—The Secretary of Health
and Human Services shall promulgate regu-
lations through which the Secretary may en-
force the provisions of this subsection and
impose a fine for the violation of this sub-
section.

(d) EFFECTIVE DATE.—This section shall
take effect on the date which is 90 days after
the date of enactment of this Act.

SA 2880. Mr. DURBIN submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table; as follows:

On page 179, after line 25, insert the fol-
lowing:
SEC.

CREDIT FOR QUALIFIED EXPENDI-
TURES FOR MEDICAL PROFES-
SIONAL MALPRACTICE INSURANCE.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness tax credits) is amended by adding at the
end the following:

“SEC. 45G. CREDIT FOR EXPENDITURES FOR
MEDICAL  PROFESSIONAL  MAL-
PRACTICE INSURANCE.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of a taxpayer which is an
eligible person, the medical malpractice in-
surance expenditure tax credit determined
under this section for a covered year shall
equal the applicable percentage of the quali-
fied medical malpractice insurance expendi-
tures incurred by an eligible person during
the covered year.

‘“(b) APPLICABLE PERCENTAGE.—For pur-
poses of subsection (a), the applicable per-
centage is—

‘(1) in the case of an eligible person de-
scribed in subsection (¢)(2)(A), 20 percent,

‘“(2) in the case of an eligible person de-
scribed in subsection (c)(2)(B), 10 percent,
and

‘(3) in the case of an eligible person de-
scribed in subsection (¢)(2)(C), 15 percent.

‘‘(c) DEFINITIONS.—In this section:

‘(1) COVERED YEAR.—The term ‘covered
year’ means taxable years beginning in 2004
and 2005.

‘“(2) ELIGIBLE PERSON.—The term ‘eligible
person’ means—

‘““(A) any physician (as defined in section
213(d)(4)) who practices in any surgical spe-
cialty or subspecialty, emergency medicine,
obstetrics, anesthesiology or who does inter-
vention work which is reflected in medical
malpractice insurance expenditures,

‘“(B) any physician (as so defined) who
practices in general medicine, allergy, der-
matology, pathology, or any other specialty
not otherwise described in this section, and

‘(C) any hospital, clinic, or long-term care
provider,
which meets applicable legal requirements
to provide the health care services involved.

CONGRESSIONAL RECORD — SENATE

‘(3) QUALIFIED MEDICAL MALPRACTICE IN-
SURANCE EXPENDITURE.—The term ‘qualified
medical malpractice insurance expenditure’
means so much of any professional insurance
premium, surcharge, payment or other cost
or expense which is incurred by an eligible
person in a covered year for the sole purpose
of providing or furnishing general medical
malpractice liability insurance for such eli-
gible person as does not exceed twice the av-
erage of such costs for similarly situated eli-
gible persons.

‘‘(d) SPECIAL RULES.—

‘(1) IN GENERAL.—The credit determined
under this section shall be claimed by the el-
igible person incurring the qualified medical
malpractice insurance expenditure.

‘“(2) CERTIFICATION.—Each State, through
its board of medical licensure and State
board (or agency) regulating insurance, an-
nually shall provide such information to the
Secretary of Health and Human Services as
is necessary to permit the Secretary to cal-
culate average costs for purposes of sub-
section (c)(3) and to certify such average
costs (rounded to the nearest whole dollar)
to the Secretary of the Treasury on or before
the 15th day of November of each year.

“‘(e) APPLICATION OF SECTION.—This section
shall apply to qualified medical malpractice
expenditures incurred after December 31,
2003.”".

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Section 38(b) (relating to cur-
rent year business credit) is amended by
striking ‘“‘plus’ at the end of paragraph (14),
by striking the period at the end of para-
graph (15) and inserting ‘‘, plus’’, and by add-
ing at the end the following new paragraph:

‘“(16) the medical malpractice insurance
expenditure tax credit determined under sec-
tion 45G(a).”’.

(c) LIMITATION ON CARRYBACK.—Section
39(d) (relating to transition rules) is amend-
ed by adding at the end the following new
paragraph:

“(11) NO CARRYBACK OF MEDICAL MAL-
PRACTICE INSURANCE EXPENDITURE TAX CREDIT
BEFORE EFFECTIVE DATE.—No portion of the
unused business credit for any taxable year
which is attributable to the credit deter-
mined under section 45G may be carried back
to any taxable year beginning before 2004.”.

(d) DENIAL OF DOUBLE BENEFIT.—Section
280C (relating to certain expenses for which
credits are allowable) is amended by adding
at the end the following new subsection:

¢“(d) CREDIT FOR MEDICAL MALPRACTICE LI-
ABILITY INSURANCE PREMIUMS.—

‘(1) IN GENERAL.—No deduction shall be al-
lowed for that portion of the qualified med-
ical malpractice insurance expenditures oth-
erwise allowable as a deduction for the tax-
able year which is equal to the amount of
the credit allowable for the taxable year
under section 45G (determined without re-
gard to section 38(c)).

‘“(2) CONTROLLED GROUPS.—In the case of a
corporation which is a member of a con-
trolled group of corporations (within the
meaning of section 41(f)(5)) or a trade or
business which is treated as being under
common control with other trades or busi-
ness (within the meaning of section
41(£)(1)(B)), this subsection shall be applied
under rules prescribed by the Secretary simi-
lar to the rules applicable under subpara-
graphs (A) and (B) of section 41(f)(1).”’.

() GRANTS TO NON-PROFIT HOSPITALS,
CLINICS, AND LONG-TERM CARE PROVIDERS.—

(1) IN GENERAL.—The Secretary of Health
and Human Services, acting through the Ad-
ministrator of the Health Resources and
Services Administration, shall award grants
to eligible non-profit hospitals, clinics, and
long-term care providers to assist such hos-
pitals, clinics, and long-term care providers
in defraying qualified medical malpractice
insurance expenditures.
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(2) ELIGIBLE NON-PROFIT HOSPITAL, CLINIC,
OR LONG-TERM CARE PROVIDER.—To0 be eligible
to receive a grant under paragraph (1) an en-
tity shall—

(A) be a non-profit hospital, clinic, or long-
term care provider;

(B) be unable to claim the tax credit de-
scribed in section 45G for the year for which
an application is submitted under subpara-
graph (C); and

(C) prepare and submit to the Secretary of
Health and Human Services an application
at such time, in such manner, and con-
taining such information as the Secretary
may require.

(3) AMOUNT OF GRANT.—The amount of a
grant to a non-profit hospital, clinic, or
long-term care provider under paragraph (1)
shall equal 15 percent of the amount of the
qualified medical malpractice insurance ex-
penditures of the hospital, clinic, or long-
term care provider for the year involved.

(4) QUALIFIED MEDICAL MALPRACTICE INSUR-
ANCE EXPENDITURE.—In this subsection, the
term ‘‘qualified medical malpractice insur-
ance expenditure’” means so much of any
professional insurance premium, surcharge,
payment or other cost or expense which is
incurred by a non-profit hospital, clinic, or
long-term care provider in a year for the sole
purpose of providing or furnishing general
medical malpractice liability insurance for
such hospital, clinic, or long-term care pro-
vider as does not exceed twice the average of
such costs for similarly situated hospitals,
clinics, or long-term care provider homes.

() AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
carry out this subsection, such sums as may
be necessary for each of fiscal years 2005 and
2006.

(f) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding
at the end the following new item:

‘“Sec. 45G. Credit for expenditures for med-
ical professional malpractice
insurance.”.

(g) EFFECTIVE DATE.—The amendments

made by this section shall apply to expendi-
tures incurred after December 31, 2003.

SA 2881. Mr. HARKIN (for himself,
Mr. KENNEDY, Mr. SARBANES, Mr.
KERRY, and Ms. MIKULSKI) proposed an
amendment to the bill S. 1637, to
amend the Internal Revenue Code of
1986 to comply with the World Trade
Organization rulings on the FSC/ETI
benefit in a manner that preserves jobs
and production activities in the United
States, to reform and simplify the
international taxation rules of the
United States, and for other purposes;
as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . PROTECTION OF OVERTIME PAY.

Section 13 of the Fair Labor Standards Act
of 1938 (29 U.S.C. 213) is amended by adding at
the end the following:

““(k)(1) The Secretary shall not promulgate
any rule under subsection (a)(1) that exempts
from the overtime pay provisions of section
7 any employee who would not be exempt
under regulations in effect on March 31, 2003.

‘(2) Any portion of a rule promulgated
under subsection (a)(1) after March 31, 2003,
that exempts from the overtime pay provi-
sions of section 7 any employee who would
not otherwise be exempt if the regulations in
effect on March 31, 2003, remained in effect,
shall have no force or effect.”.

SA 2882. Mr. GRASSLEY (for Mr.
BUNNING (for himself, Mrs. LINCOLN,
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Mr. SANTORUM, Mr. CONRAD, and Mr.
BAUCUS)) proposed an amendment to
amendment SA 2686 proposed by Mr.
BUNNING (for himself, Ms. STABENOW,
Mrs. FEINSTEIN, Mr. LEVIN, Mr. KOHL,
and Mr. ROCKEFELLER) to the bill S.
1637, to amend the Internal Revenue
Code of 1986 to comply with the World
Trade Organization rulings on the FSC/
ETT benefit in a manner that preserves
jobs and production activities in the
United States, to reform and simplify
the international taxation rules of the
United States, and for other purposes;
as follows:

At the end of the matter proposed to be in-
serted at the end of the bill, add the fol-
lowing:
SEC. . FIVE-YEAR CARRYBACK OF NET OPER-

ATING LOSSES.

(a) IN GENERAL.—Subparagraph (H) of sec-
tion 172(b)(1) is amended—

(1) by inserting ‘‘5-YEAR CARRYBACK OF CER-
TAIN LOSSES.—”’ after ‘““(H)’, and

(2) by striking ‘‘or 2002’ and inserting °°,
2002, or 2003"".

(b) RULES RELATING TO CERTAIN EXTENDED
NET OPERATING LOSSES.—Section 172 is
amended by redesignating subsection (k) as
subsection (1) and by inserting after sub-
section (j) the following new subsection:

‘““(k) RULES RELATING TO CERTAIN EX-
TENDED NET OPERATING LOSSES.—For pur-
poses of this section, in the case of a tax-
payer which has a net operating loss for any
taxable year ending during 2003 and does not
make an election under subsection (j), such
taxpayer shall be deemed to have made an
election under paragraphs (4)(E) and
(2)(C)(iii) of section 168(k) with respect to all
classes of property for such taxable year.

(c) TEMPORARY SUSPENSION OF 90 PERCENT
LIMIT ON CERTAIN NOL CARRYOVERS.—Sec-
tion 56(d)(1)(A)({i)(I) (relating to general rule
defining alternative tax net operating loss
deduction) is amended—

(1) by striking ‘‘or 2002’ and inserting ‘‘,
2002, or 2003, and

(2) by striking ‘“‘and 2002 and inserting °°,
2002, and 2003"".

(d) TECHNICAL CORRECTIONS.—

(1) Subparagraph (H) of section 172(b)(1) is
amended by striking ‘‘a taxpayer which
has”.

(2) Section 102(c)(2) of the Job Creation and
Worker Assistance Act of 2002 (Public Law
107-147) is amended by striking ‘‘before Janu-
ary 1, 2003 and inserting ‘‘after December
31, 1990.

(3)(A) Subclause (I) of section 56(d)(1)(A)(1)
is amended by striking ‘‘attributable to
carryovers’’.

(B) Subclause (I) of section 56(d)(1)(A)(i) is
amended—

(i) by striking ‘‘for taxable years’ and in-
serting ‘‘from taxable years’’, and

(ii) by striking ‘‘carryforwards’ and insert-
ing ‘“‘carryovers’’.

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to net operating losses
for taxable years ending after December 31,
2002.

(2) TECHNICAL CORRECTIONS.—The amend-
ments made by subsection (d) shall take ef-
fect as if included in the amendments made
by section 102 of the Job Creation and Work-
er Assistance Act of 2002.

(3) ELECTION.—In the case of a net oper-
ating loss for a taxable year ending during
2003—

(A) any election made under section
172(b)(3) of such Code may (notwithstanding
such section) be revoked before April 15, 2004,
and
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(B) any election made under section 172(j)
of such Code shall (notwithstanding such
section) be treated as timely made if made
before April 15, 2004.

(4) SPECIAL RULE FOR TAXPAYERS WITH TAX-
ABLE YEARS ENDING DURING JANUARY.—Any
taxpayer which has a taxable year ending
during January may elect under this para-
graph to apply section 172(b)(1)(H) of the In-
ternal Revenue Code of 1986 (as amended by
this section) to its taxable year ending in
2004 rather than its taxable year ending in
2003. If such election is made, then section
172(k) of such Code (as added by this section)
shall be applied to the taxpayer’s taxable
year ending in 2004. Such election shall be
made in such manner and at such time as
may be prescribed by the Secretary of the
Treasury. Such election, once made, shall be
irrevocable.

(c) PRIOR SECTION To HAVE NO EFFECT.—
Notwithstanding section 311(e) of this Act,
such section, and the amendments made by
such section, shall not take effect.

SA 2883. Mr. DAYTON submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

At the end add the following:

TITLE V—HOUSING BOND AND CREDIT
MODERNIZATION AND FAIRNESS PROVI-
SIONS

SEC. 501. REPEAL OF REQUIRED USE OF CERTAIN

PRINCIPAL REPAYMENTS ON MORT-
GAGE SUBSIDY BOND FINANCINGS
TO REDEEM BONDS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 143(a)(2) (defining qualified mortgage
issue) is amended by adding ‘‘and’ at the end
of clause (ii), by striking ¢, and” at the end
of clause (iii) and inserting a period, and by
striking clause (iv) and the last sentence.

(b) CONFORMING AMENDMENT.—Clause (ii) of
section 143(a)(2)(D) of such Code is amended
by striking ‘‘(and clause (iv) of subparagraph
(A)”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to repay-
ments received after the date of the enact-
ment of this Act.

SEC. 502. MODIFICATION OF PURCHASE PRICE

LIMITATION UNDER MORTGAGE
SUBSIDY BOND RULES BASED ON
MEDIAN FAMILY INCOME.

(a) IN GENERAL.—Paragraph (1) of section
143(e) (relating to purchase price require-
ment) is amended to read as follows:

‘(1) IN GENERAL.—An issue meets the re-
quirements of this subsection only if the ac-
quisition cost of each residence the owner-fi-
nancing of which is provided under the issue
does not exceed the greater of—

‘“(A) 90 percent of the average area pur-
chase price applicable to the residence, or

“(B) 3.5 times the applicable median family
income (as defined in subsection (f)).”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to financing
provided, and mortgage credit certificates
issued, after the date of the enactment of
this Act.

SEC. 503. DETERMINATION OF AREA MEDIAN

GROSS INCOME FOR LOW-INCOME
HOUSING CREDIT PROJECTS.

(a) IN GENERAL.—Paragraph (4) of section
42(g) (relating to certain rules made applica-
ble) is amended by striking the period at the
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end and inserting ‘‘and the term ‘area me-
dian gross income’ means the amount equal
to the greater of—

‘“‘(A) the area median gross income deter-
mined under section 142(d)(2)(B), or

‘(B) the statewide median gross income for
the State in which the project is located.”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to—

(1) housing credit dollar amounts allocated
after the date of the enactment of this Act,
and

(2) buildings placed in service after such
date to the extent paragraph (1) of section
42(h) of the Internal Revenue Code of 1986
does not apply to any building by reason of
paragraph (4) thereof.

SA 2884. Mr. DAYTON submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

On page 179, after line 25, add the fol-
lowing:

SEC. . REPEAL OF CHECK-THE-BOX RULES.

(a) IN GENERAL.—Paragraph (3) of section
7701(a) (relating to corporation) is amended
by inserting at the end the following new
sentence: ‘““The determination as to whether
any foreign business entity is a corporation
shall be made without regard to any election
regarding the classification of the business
form of such entity and shall be made under
rules similar to the rules for determining the
status of such entity on December 31, 1996
(except that any foreign business entity
which is defined as a corporation under regu-
lations on the date of the enactment of this
sentence shall continue to be classified as a
corporation).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning in calendar years beginning
after the date of the enactment of this Act.

SA 2885. Mr. DAYTON submitted an
amendment intended to be proposed by
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production
activities in the United States, to re-
form and simplify the international
taxation rules of the United States,
and for other purposes; which was or-
dered to lie on the table as follows:

Beginning on page 85, line 20, strike all
through page 146, line 23, and insert the fol-
lowing:

SEC. 201. DETERMINATION OF FOREIGN PER-
SONAL HOLDING COMPANY INCOME
WITH RESPECT TO TRANSACTIONS
IN COMMODITIES.

(a) IN GENERAL.—Clauses (i) and (ii) of sec-
tion 954(c)(1)(C) (relating to commodity
transactions) are amended to read as follows:

‘(i) arise out of commodity hedging trans-
actions (as defined in paragraph (4)(A)),

‘“(ii) are active business gains or losses
from the sale of commodities, but only if
substantially all of the controlled foreign
corporation’s commodities are property de-
scribed in paragraph (1), (2), or (8) of section
1221(a), or’’.
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(b) DEFINITION AND SPECIAL RULES.—Sub-
section (c) of section 954 is amended by add-
ing after paragraph (3) the following new
paragraph:

‘“(4) DEFINITION AND SPECIAL RULES RELAT-
ING TO COMMODITY TRANSACTIONS.—

‘“(A) COMMODITY HEDGING TRANSACTIONS.—
For purposes of paragraph (1)(C)(i), the term
‘commodity hedging transaction’ means any
transaction with respect to a commodity if
such transaction—

‘(i) is a hedging transaction as defined in
section 1221(b)(2), determined—

“(I) without regard to subparagraph (A)(ii)
thereof,

“(I1) by applying subparagraph (A)(i) there-
of by substituting ‘ordinary property or
property described in section 1231(b)’ for ‘or-
dinary property’, and

‘“(ITII) by substituting ‘controlled foreign
corporation’ for ‘taxpayer’ each place it ap-
pears, and

‘“(ii) is clearly identified as such in accord-
ance with section 1221(a)(7).

‘(B) TREATMENT OF DEALER ACTIVITIES
UNDER PARAGRAPH (1)(C).—Commodities with
respect to which gains and losses are not
taken into account under paragraph (2)(C) in
computing a controlled foreign corporation’s
foreign personal holding company income
shall not be taken into account in applying
the substantially all test under paragraph
(1)(C)(ii) to such corporation.

“(C) REGULATIONS.—The Secretary shall
prescribe such regulations as are appropriate
to carry out the purposes of paragraph (1)(C)
in the case of transactions involving related
parties.”’.

(c) MODIFICATION OF EXCEPTION FOR DEAL-
ERS.—Clause (i) of section 954(c)(2)(C) is
amended by inserting ‘‘and transactions in-
volving physical settlement” after ‘‘(includ-
ing hedging transactions’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to trans-
actions entered into after December 31, 2004.

SA 2886. Mr. MCCONNELL (for Mr.
FRIST) submitted an amendment in-
tended to be proposed by Mr. McCON-
NELL to the bill S. 1637, to amend the
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization
rulings on the FSC/ETI benefit in a
manner that preserves jobs and produc-
tion activities in the United States, to
reform and simplify the international
taxation rules of the United States,
and for other purposes; as follows:

Strike all after the enacting clause and in-
sert the following:

SECTION 1. SHORT TITLE; AMENDMENT OF 1986
CODE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘Jumpstart Our Business Strength
(JOBS) Act™.

(b) AMENDMENT OF 1986 CODE.—Except as
otherwise expressly provided, whenever in
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a
section or other provision of the Internal
Revenue Code of 1986.

(c) TABLE OF CONTENTS.—

Sec. 1. Short title; amendment of 1986 Code;
table of contents.

TITLE I—PROVISIONS RELATING TO RE-

PEAL OF EXCLUSION FOR
EXTRATERRITORIAL INCOME
Sec. 101. Repeal of exclusion for

extraterritorial income.

Sec. 102. Deduction relating to income at-
tributable to United States pro-
duction activities.
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TITLE II-INTERNATIONAL TAX
PROVISIONS
Subtitle A—International Tax Reform

Sec. 201. 20-year foreign tax credit carry-
over; l-year foreign tax credit
carryback.

Look-thru rules to apply to divi-
dends from noncontrolled sec-
tion 902 corporations.

Foreign tax credit under
native minimum tax.

Recharacterization of overall do-
mestic loss.

Interest expense allocation rules.

Determination of foreign personal
holding company income with
respect to transactions in com-
modities.

Subtitle B—International Tax Simplification

Sec. 211. Repeal of foreign personal holding
company rules and foreign in-
vestment company rules.

Expansion of de minimis rule under
subpart F.

Attribution of stock ownership
through partnerships to apply
in determining section 902 and
960 credits.

Application of uniform capitaliza-
tion rules to foreign persons.
Repeal of withholding tax on divi-
dends from certain foreign cor-

porations.

Repeal of special capital gains tax
on aliens present in the United
States for 183 days or more.

Subtitle C—Additional International Tax
Provisions

Sec. 221. Active leasing income from aircraft

and vessels.

222. Look-thru treatment of payments
between related controlled for-
eign corporations under foreign
personal holding company in-
come rules.

Look-thru treatment for sales of
partnership interests.

Election not to use average ex-
change rate for foreign tax paid
other than in functional cur-
rency.

Treatment of income tax base dif-
ferences.

Modification of exceptions under
subpart F for active financing.

United States property not to in-
clude certain assets of con-
trolled foreign corporation.

Provide equal treatment for inter-
est paid by foreign partnerships
and foreign corporations.

Clarification of treatment of cer-
tain transfers of intangible
property.

Modification of the treatment of
certain REIT distributions at-
tributable to gain from sales or
exchanges of United States real
property interests.

Toll tax on excess qualified foreign
distribution amount.

Exclusion of income derived from
certain wagers on horse races
and dog races from gross in-
come of nonresident alien indi-
viduals.

Limitation of withholding tax for
Puerto Rico corporations.

Report on WTO dispute settlement
panels and the appellate body.

Study of impact of international
tax laws on taxpayers other
than large corporations.

TITLE IITI—DOMESTIC MANUFACTURING
AND BUSINESS PROVISIONS
Subtitle A—General Provisions

Sec. 301. Expansion of qualified small-issue

bond program.

Sec. 202.

Sec. 203. alter-

Sec. 204.

205.
206.

Sec.
Sec.

Sec. 212.

Sec. 213.

Sec. 214.

Sec. 215.

Sec. 216.

Sec.

Sec. 223.

Sec. 224.

Sec. 225.

Sec. 226.

Sec. 227.

Sec. 228.

Sec. 229.

Sec. 230.

Sec. 231.

Sec. 232.

Sec. 233.

Sec. 234.

Sec. 235.
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Expensing of broadband Internet
access expenditures.

Exemption of natural aging process
in determination of production
period for distilled spirits under
section 263A.

Modification of active business def-
inition under section 355.

Exclusion of certain indebtedness
of small business investment
companies from acquisition in-
debtedness.

Modified taxation of
archery products.

Modification to cooperative mar-
keting rules to include value
added processing involving ani-
mals.

Extension of declaratory judgment
procedures to farmers’ coopera-
tive organizations.

Temporary suspension of personal
holding company tax.

Increase in section 179 expensing.

Five-year carryback of net oper-
ating losses.

Extension and modification of re-
search credit.

Sec. 313. Expansion of research credit.
Subtitle B—Manufacturing Relating to
Films
Sec. 321. Special rules for certain film and

television productions.

Sec. 322. Modification of application of in-
come forecast method of depre-
ciation.

Subtitle C—Manufacturing Relating to
Timber

Expensing of certain reforestation
expenditures.

Election to treat cutting of timber
as a sale or exchange.

Capital gain treatment under sec-
tion 631(b) to apply to outright
sales by landowners.

Modification of safe harbor
for timber REITS.

TITLE IV—ADDITIONAL PROVISIONS

Subtitle A—Provisions Designed To Curtail
Tax Shelters

Clarification of economic substance
doctrine.

Penalty for failing to disclose re-
portable transaction.

Accuracy-related penalty for listed
transactions and other report-
able transactions having a sig-
nificant tax avoidance purpose.

Penalty for understatements at-
tributable to transactions lack-
ing economic substance, etc.

Modifications of substantial under-
statement penalty for non-
reportable transactions.

Tax shelter exception to confiden-
tiality privileges relating to
taxpayer communications.

Disclosure of vreportable trans-
actions.

Modifications to penalty for failure
to register tax shelters.

Modification of penalty for failure
to maintain lists of investors.

Modification of actions to enjoin
certain conduct related to tax
shelters and reportable trans-
actions.

Understatement of taxpayer’s li-
ability by income tax return
preparer.

Penalty on failure to report inter-
ests in foreign financial ac-
counts.

Frivolous tax submissions.

Regulation of individuals prac-
ticing before the Department of
Treasury.

Sec. 302.

Sec. 303.

Sec. 304.

Sec. 305.

Sec. 306. imported

Sec. 307.

Sec. 308.

Sec. 309.

310.
311.

Sec.
Sec.

Sec. 312.

Sec. 331.

Sec. 332.

Sec. 333.

Sec. 334. rules

Sec. 401.

Sec. 402.

Sec. 403.

Sec. 404.

Sec. 405.

Sec. 406.

Sec. 407.

Sec. 408.
Sec. 409.

Sec. 410.

Sec. 411.

412.

Sec.

413.
414.

Sec.
Sec.
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Sec. 415. Penalty on promoters of tax shel-
ters.

Statute of limitations for taxable
years for which required listed
transactions not reported.

Denial of deduction for interest on
underpayments attributable to
nondisclosed reportable and
noneconomic substance trans-
actions.

Authorization of appropriations for
tax law enforcement.

Increases in penalties for aiding
and abetting understatements.

Sec. 420. Study on information sharing

among law enforcement agen-
cies.
Subtitle B—Other Corporate Governance
Provisions

Sec. 421. Affirmation of consolidated return
regulation authority.

Declaration by chief executive offi-
cer relating to Federal annual
income tax return of a corpora-
tion.

Denial of deduction for -certain
fines, ©penalties, and other
amounts.

Disallowance of deduction for puni-
tive damages.

Increase in criminal monetary pen-
alty limitation for the under-
payment or overpayment of tax
due to fraud.

Subtitle C—Enron-Related Tax Shelter
Provisions

Sec. 431. Limitation on transfer or importa-

tion of built-in losses.

432. No reduction of basis under section
734 in stock held by partnership
in corporate partner.

Repeal of special rules for FASITSs.

Expanded disallowance of deduc-
tion for interest on convertible
debt.

Expanded authority to disallow tax
benefits under section 269.

Modification of interaction be-
tween subpart F and passive
foreign investment company
rules.

Subtitle D—Provisions To Discourage
Expatriation

Sec. 441. Tax treatment of inverted -cor-
porate entities.

Imposition of mark-to-market tax
on individuals who expatriate.

Excise tax on stock compensation
of insiders of inverted corpora-
tions.

Reinsurance of United States risks
in foreign jurisdictions.

Reporting of taxable mergers and
acquisitions.

Subtitle E—International Tax

451. Clarification of banking business
for purposes of determining in-
vestment of earnings in United
States property.

Prohibition on nonrecognition of
gain through complete liquida-
tion of holding company.

Prevention of mismatching of in-
terest and original issue dis-
count deductions and income
inclusions in transactions with
related foreign persons.

Effectively connected income to in-
clude certain foreign source in-
come.

Recapture of overall foreign losses
on sale of controlled foreign
corporation.

Minimum holding period for for-
eign tax credit on withholding
taxes on income other than
dividends.

Sec. 416.

Sec. 417.

Sec. 418.

Sec. 419.

Sec. 422.

Sec. 423.

Sec. 424.

Sec. 425.

Sec.

433.
434.

Sec.
Sec.

Sec. 435.

Sec. 436.

Sec. 442.

Sec. 443.

Sec. 444.

Sec. 445.

Sec.

Sec. 452.

Sec. 453.

Sec. 454.

455.

Sec.

Sec. 456.
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Subtitle F—Other Revenue Provisions
PART I—FINANCIAL INSTRUMENTS

Sec. 461. Treatment of stripped interests in
bond and preferred stock funds,
etc.

Application of earnings stripping
rules to partnerships and S cor-
porations.

Recognition of cancellation of in-
debtedness income realized on
satisfaction of debt with part-
nership interest.

464. Modification of straddle rules.

465. Denial of installment sale treat-
ment for all readily tradeable
debt.

PART II—CORPORATIONS AND PARTNERSHIPS

Sec. 466. Modification of treatment of trans-
fers to creditors in divisive re-
organizations.

Sec. 467. Clarification of definition of non-
qualified preferred stock.

Sec. 468. Modification of definition of con-
trolled group of corporations.

Sec. 469. Mandatory basis adjustments in
connection with partnership
distributions and transfers of
partnership interests.

PART III—DEPRECIATION AND AMORTIZATION

Sec. 471. Extension of amortization of intan-
gibles to sports franchises.

Sec. 472. Class lives for utility grading costs.

Sec. 473. Expansion of limitation on depre-
ciation of certain passenger
automobiles.

Sec. 474. Consistent amortization of periods
for intangibles.

Sec. 475. Reform of tax treatment of leasing
operations.

Sec. 476. Limitation on deductions allocable
to property used by govern-
ments or other tax-exempt en-
tities.

PART IV—ADMINISTRATIVE PROVISIONS

Sec. 481. Clarification of rules for payment
of estimated tax for certain
deemed asset sales.

Sec. 482. Extension of IRS user fees.

Sec. 483. Doubling of certain penalties, fines,
and interest on underpayments
related to certain offshore fi-
nancial arrangement.

484. Partial payment of tax liability in
installment agreements.

485. Extension of customs user fees.

486. Deposits made to suspend running
of interest on potential under-
payments.

Sec. 487. Qualified tax collection contracts.

PART V—MISCELLANEOUS PROVISIONS

Sec. 491. Addition of vaccines against hepa-
titis A to list of taxable vac-
cines.

Recognition of gain from the sale
of a principal residence ac-
quired in a like-kind exchange
within 5 years of sale.

Clarification of exemption from tax
for small property and casualty
insurance companies.

Definition of insurance company
for section 831.

Limitations on deduction for chari-
table contributions of patents
and similar property.

Repeal of 10-percent rehabilitation
tax credit.

Increase in age of minor children
whose unearned income is taxed
as if parent’s income.

Sec. 498. Holding period for preferred stock.

TITLE V—PROTECTION OF UNITED

STATES WORKERS FROM COMPETITION
OF FOREIGN WORKFORCES

Sec. 501. Limitations on off-shore perform-
ance of contracts.

Sec. 462.

Sec. 463.

Sec.
Sec.

Sec.

Sec.
Sec.

Sec. 492.

Sec. 493.

Sec. 494.

Sec. 495.

Sec. 496.

Sec. 497.
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Sec. 502. Repeal of superseded law.
Sec. 503. Effective date and applicability.
TITLE VI—OTHER PROVISIONS
Subtitle A—Provisions Relating to Housing
Sec. 601. Treatment of qualified mortgage
bonds.

Sec. 602. Premiums for mortgage insurance.

Sec. 603. Increase in historic rehabilitation
credit for certain low-income
housing for the elderly.

Subtitle B—Provisions Relating to Bonds

Sec. 611. Expansion of New York liberty
zone tax benefits.

Sec. 612. Modifications of treatment of
qualified zone academy bonds.

Sec. 613. Modifications of authority of In-
dian tribal governments to
issue tax-exempt bonds.

Sec. 614. Definition of manufacturing facil-
ity for small issue bonds.

Sec. 615. Conservation bonds.

Subtitle C—Provisions Relating to
Depreciation

621. Special placed in service rule for

bonus depreciation property.

622. Modification of depreciation allow-

ance for aircraft.

623. Modification of class life for cer-

tain track facilities.

624. Minimum tax relief for certain tax-

payers.
Subtitle D—Expansion of Business Credit

Sec. 631. New markets tax credit for Native
American reservations.

Sec. 632. Ready reserve-national guard em-
ployee credit added to general
business credit.

Sec. 633. Rural investment tax credit.

Sec. 634. Qualified rural small business in-

vestment credit.

635. Credit for maintenance of railroad

track.

636. Railroad revitalization and secu-

rity investment credit.

Subtitle E—Miscellaneous Provisions

Sec. 641. Exclusion of gain or loss on sale or
exchange of certain brownfield
sites from unrelated business
taxable income.

Modification of unrelated business
income limitation on invest-
ment in certain debt-financed
properties.

Civil rights tax relief.

Exclusion for payments to individ-
uals under national health serv-
ice corps loan repayment pro-
gram and certain State loan re-
payment programs.

Certain expenses of rural letter car-
riers.

Method of accounting for naval
shipbuilders.

Suspension of policyholders surplus
account provisions.

Payment of dividends on stock of
cooperatives without reducing
patronage dividends.

Special rules for livestock sold on
account of weather-related con-
ditions.

Motor vehicle dealer transitional
assistance.

Expansion of designated renewal
community area based on 2000
census data.

Reduction of holding period to 12
months for purposes of deter-
mining whether horses are sec-
tion 1231 assets.

Blue ribbon commission on com-
prehensive tax reform.

Treatment of distributions by esops
with respect to S corporation
stock.

Sec.
Sec.
Sec.

Sec.

Sec.

Sec.

Sec. 642.

643.
644.

Sec.
Sec.

Sec. 645.

Sec. 646.

Sec. 647.

Sec. 648.

Sec. 649.

Sec. 650.

Sec. 651.

Sec. 652.

653.

Sec.

Sec. 654.
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Sec. 6565. Clarification of working capital for
reasonably anticipated needs of
a business for purposes of accu-
mulated earnings tax.
Subtitle F—Revenue Provisions
PART I—GENERAL REVENUE PROVISIONS

Sec. 661. Treasury regulations on foreign tax

credit.

Sec. 662. Nonattribution of certain manufac-
turing by persons other than
controlled foreign corporation.

663. Freeze of provisions regarding sus-
pension of interest where Sec-
retary fails to contact tax-
payer.

PART II—PENSION AND DEFERRED
COMPENSATION

Treatment of nonqualified deferred
compensation plans.

Prohibition on deferral of gain
from the exercise of stock op-
tions and restricted stock gains
through deferred compensation
arrangements.

Increase in withholding from sup-
plemental wage payments in
excess of $1,000,000.

Treatment of sale of stock acquired
pursuant to exercise of stock
options to comply with con-
flict-of-interest requirements.

Determination of basis of amounts
paid from foreign pension plans.

TITLE VII—EXTENSIONS OF CERTAIN
EXPIRING PROVISIONS
Subtitle A—Extensions

Sec. 701. Parity in the application of certain
limits to mental health bene-
fits.

Modifications to work opportunity
credit and welfare-to-work
credit.

Consolidation of work opportunity
credit with welfare-to-work
credit.

Qualified zone academy bonds.

Cover over of tax on distilled spir-
its.

Deduction for corporate donations
of scientific property and com-
puter technology.

Deduction for certain expenses of
school teachers.

Expensing of environmental reme-
diation costs.

Expansion of certain New York
Liberty Zone benefits.

Temporary special rules for tax-
ation of life insurance compa-
nies.

Tax incentives for investment in
the District of Columbia.

Combined employment tax report-
ing program.

Allowance of nonrefundable per-
sonal credits against regular
and minimum tax liability.

Credit for electricity produced
from certain renewable re-
sources.

Taxable income limit on percent-
age depletion for oil and nat-
ural gas produced from mar-
ginal properties.

Indian employment tax credit.

Accelerated depreciation for busi-
ness property on Indian res-
ervation.

Disclosure of return information
relating to student loans.

Extension of transfers of excess
pension assets to retiree health
accounts.

Elimination of phaseout of credit
for qualified electric vehicles.

Elimination of phaseout for deduc-
tion for clean-fuel vehicle prop-
erty.

Sec.

Sec. 671.

Sec. 672.

Sec. 673.

Sec. 674.

Sec. 675.

Sec. 702.

Sec. 703.

704.
705.

Sec.
Sec.

Sec. 706.

Sec. 707.

Sec. 708.
Sec. 709.

Sec. 710.

Sec. T11.

Sec. T12.

Sec. T13.

Sec. 714.

Sec. 715.

716.
T17.

Sec.
Sec.

Sec. 718.

Sec. T719.

Sec. 720.

Sec. T21.
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Subtitle B—Revenue Provisions

Sec. 731. Donations of motor vehicles, boats,
and airplanes.

Addition of vaccines against influ-
enza to list of taxable vaccines.

Treatment of contingent payment
convertible debt instruments.

Modification of continuing levy on
payments to Federal venders.

TITLE I—PROVISIONS RELATING TO RE-

PEAL OF EXCLUSION FOR

EXTRATERRITORIAL INCOME
SEC. 101. REPEAL OF EXCLUSION FOR

EXTRATERRITORIAL INCOME.

(a) IN GENERAL.—Section 114 is hereby re-
pealed.

(b) CONFORMING AMENDMENTS.—

(1)(A) Subpart E of part III of subchapter N
of chapter 1 (relating to qualifying foreign
trade income) is hereby repealed.

(B) The table of subparts for such part IIT
is amended by striking the item relating to
subpart E.

(2) The table of sections for part III of sub-
chapter B of chapter 1 is amended by strik-
ing the item relating to section 114.

(3) The second sentence of section
56(2)(4)(B)(1) is amended by striking ‘114 or”.

(4) Section 275(a) is amended—

(A) by inserting ‘‘or” at the end of para-
graph (4)(A), by striking ‘‘or” at the end of
paragraph (4)(B) and inserting a period, and
by striking subparagraph (C), and

(B) by striking the last sentence.

(5) Paragraph (3) of section 864(e) is amend-
ed—

(A) by striking:

“(3) TAX-EXEMPT ASSETS NOT TAKEN INTO
ACCOUNT.—

‘““(A) IN GENERAL.—For purposes of’’; and
inserting:

““(3) TAX-EXEMPT ASSETS NOT TAKEN INTO
ACCOUNT.—For purposes of”’, and

(B) by striking subparagraph (B).

(6) Section 903 is amended by striking ‘114,
164(a),” and inserting ‘‘164(a)’’.

(7) Section 999(c)(1) is amended by striking
“941(a)(),”.

(c) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to transactions oc-
curring after the date of the enactment of
this Act.

(2) BINDING CONTRACTS.—The amendments
made by this section shall not apply to any
transaction in the ordinary course of a trade
or business which occurs pursuant to a bind-
ing contract—

(A) which is between the taxpayer and a
person who is not a related person (as de-
fined in section 943(b)(3) of such Code, as in
effect on the day before the date of the en-
actment of this Act), and

(B) which is in effect on September 17, 2003,
and at all times thereafter.

(d) REVOCATION OF SECTION 943(e) ELEC-
TIONS.—

(1) IN GENERAL.—In the case of a corpora-
tion that elected to be treated as a domestic
corporation under section 943(e) of the Inter-
nal Revenue Code of 1986 (as in effect on the
day before the date of the enactment of this
Act)—

(A) the corporation may, during the 1-year
period beginning on the date of the enact-
ment of this Act, revoke such election, effec-
tive as of such date of enactment, and

(B) if the corporation does revoke such
election—

(i) such corporation shall be treated as a
domestic corporation transferring (as of such
date of enactment) all of its property to a
foreign corporation in connection with an
exchange described in section 354 of such
Code, and

(ii) no gain or loss shall be recognized on
such transfer.

Sec. 732.

Sec. 733.

Sec. 734.
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(2) EXCEPTION.—Subparagraph (B)(ii) of
paragraph (1) shall not apply to gain on any
asset held by the revoking corporation if—

(A) the basis of such asset is determined in
whole or in part by reference to the basis of
such asset in the hands of the person from
whom the revoking corporation acquired
such asset,

(B) the asset was acquired by transfer (not
as a result of the election under section
943(e) of such Code) occurring on or after the
1st day on which its election under section
943(e) of such Code was effective, and

(C) a principal purpose of the acquisition
was the reduction or avoidance of tax (other
than a reduction in tax under section 114 of
such Code, as in effect on the day before the
date of the enactment of this Act).

(e) GENERAL TRANSITION.—

(1) IN GENERAL.—In the case of a taxable
year ending after the date of the enactment
of this Act and beginning before January 1,
2007, for purposes of chapter 1 of such Code,
a current FSC/ETI beneficiary shall be al-
lowed a deduction equal to the transition
amount determined under this subsection
with respect to such beneficiary for such
year.

(2) CURRENT FSC/ETI BENEFICIARY.—The
term ‘‘current FSC/ETI beneficiary’” means
any corporation which entered into one or
more transactions during its taxable year be-
ginning in calendar year 2002 with respect to
which FSC/ETI benefits were allowable.

(3) TRANSITION AMOUNT.—For purposes of
this subsection—

(A) IN GENERAL.—The transition amount
applicable to any current FSC/ETI bene-
ficiary for any taxable year is the phaseout
percentage of the base period amount.

(B) PHASEOUT PERCENTAGE.—

(i) IN GENERAL.—In the case of a taxpayer
using the calendar year as its taxable year,
the phaseout percentage shall be determined
under the following table:

The phaseout
Years: percentage is:
2004 .. 80
2005
2006

(ii) SpEC
percentage for 2004 shall be the amount that
bears the same ratio to 100 percent as the
number of days after the date of the enact-
ment of this Act bears to 365.

(iii) SPECIAL RULE FOR FISCAL YEAR TAX-
PAYERS.—In the case of a taxpayer not using
the calendar year as its taxable year, the
phaseout percentage is the weighted average
of the phaseout percentages determined
under the preceding provisions of this para-
graph with respect to calendar years any
portion of which is included in the tax-
payer’s taxable year. The weighted average
shall be determined on the basis of the re-
spective portions of the taxable year in each
calendar year.

(C) SHORT TAXABLE YEAR.—The Secretary
shall prescribe guidance for the computation
of the transition amount in the case of a
short taxable year.

(4) BASE PERIOD AMOUNT.—For purposes of
this subsection, the base period amount is
the average FSC/ETI benefit for the tax-
payer’s taxable years beginning in calendar
years 2000, 2001, and 2002.

(56) FSC/ETI BENEFIT.—For purposes of this
subsection, the term *“FSC/ETI benefit”
means—

(A) amounts excludable from gross income
under section 114 of such Code, and

(B) the exempt foreign trade income of re-
lated foreign sales corporations from prop-
erty acquired from the taxpayer (determined
without regard to section 923(a)(5) of such
Code (relating to special rule for military
property), as in effect on the day before the
date of the enactment of the FSC Repeal and
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Extraterritorial Income Exclusion Act of
2000).

In determining the FSC/ETI benefit there

shall be excluded any amount attributable to

a transaction with respect to which the tax-

payer is the lessor unless the leased property

was manufactured or produced in whole or in
significant part by the taxpayer.

(6) SPECIAL RULE FOR AGRICULTURAL AND
HORTICULTURAL COOPERATIVES.—Determina-
tions under this subsection with respect to
an organization described in section 943(g)(1)
of such Code, as in effect on the day before
the date of the enactment of this Act, shall
be made at the cooperative level and the pur-
poses of this subsection shall be carried out
in a manner similar to section 199(h)(2) of
such Code, as added by this Act. Such deter-
minations shall be in accordance with such
requirements and procedures as the Sec-
retary may prescribe.

(7) CERTAIN RULES TO APPLY.—Rules similar
to the rules of section 41(f) of such Code shall
apply for purposes of this subsection.

(8) COORDINATION WITH BINDING CONTRACT
RULE.—The deduction determined under
paragraph (1) for any taxable year shall be
reduced by the phaseout percentage of any
FSC/ETI benefit realized for the taxable year
by reason of subsection (c)(2) or section
5(c)(1)(B) of the FSC Repeal and
Extraterritorial Income Exclusion Act of
2000, except that for purposes of this para-
graph the phaseout percentage for 2004 shall
be treated as being equal to 100 percent.

(9) SPECIAL RULE FOR TAXABLE YEAR WHICH
INCLUDES DATE OF ENACTMENT.—In the case of
a taxable year which includes the date of the
enactment of this Act, the deduction allowed
under this subsection to any current FSC/
ETI beneficiary shall in no event exceed—

(A) 100 percent of such beneficiary’s base
period amount for calendar year 2004, re-
duced by

(B) the FSC/ETI benefit of such beneficiary
with respect to transactions occurring dur-
ing the portion of the taxable year ending on
the date of the enactment of this Act.

SEC. 102. DEDUCTION RELATING TO INCOME AT-
TRIBUTABLE TO UNITED STATES
PRODUCTION ACTIVITIES.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 (relating to itemized deductions
for individuals and corporations) is amended
by adding at the end the following new sec-
tion:

“SEC. 199. INCOME ATTRIBUTABLE TO DOMESTIC
PRODUCTION ACTIVITIES.

‘‘(a) ALLOWANCE OF DEDUCTION.—

‘(1) IN GENERAL.—There shall be allowed as
a deduction an amount equal to 9 percent of
the qualified production activities income of
the taxpayer for the taxable year.

‘“(2) PHASEIN.—In the case of taxable years
beginning in 2004, 2005, 2006, 2007, or 2008,
paragraph (1) shall be applied by substituting
for the percentage contained therein the
transition percentage determined under the
following table:

The transition

percentage is:

“Taxable years
beginning in:

2004, 2005, or 2006 .... 5
2007 6
2008 7.

““(b) DEDUCTION LIMITED TO WAGES PAID.—

‘(1) IN GENERAL.—The amount of the de-
duction allowable under subsection (a) for
any taxable year shall not exceed 50 percent
of the W-2 wages of the employer for the tax-
able year.

‘“(2) W-2 WAGES.—For purposes of para-
graph (1), the term ‘W-2 wages’ means the
sum of the aggregate amounts the taxpayer
is required to include on statements under
paragraphs (3) and (8) of section 6051(a) with
respect to employment of employees of the
taxpayer during the taxpayer’s taxable year.
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‘“(3) SPECIAL RULES.—

‘“(A) PASS-THRU ENTITIES.—In the case of
an S corporation, partnership, estate or
trust, or other pass-thru entity, the limita-
tion under this subsection shall apply at the
entity level. The preceding sentence shall
not apply to any entity all of the ownership
interests of which are held directly or indi-
rectly by members of the same expanded af-
filiated group.

“(B) ACQUISITIONS AND DISPOSITIONS.—The
Secretary shall provide for the application of
this subsection in cases where the taxpayer
acquires, or disposes of, the major portion of
a trade or business or the major portion of a
separate unit of a trade or business during
the taxable year.

“(c) QUALIFIED PRODUCTION ACTIVITIES IN-
COME.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified pro-
duction activities income’ means an amount
equal to the portion of the modified taxable
income of the taxpayer which is attributable
to domestic production activities.

‘“(2) REDUCTION FOR TAXABLE YEARS BEGIN-
NING BEFORE 2013.—The amount otherwise de-
termined under paragraph (1) (the ‘unreduced
amount’) shall not exceed—

‘“(A) in the case of taxable years beginning
before 2010, the product of the unreduced
amount and the domestic/worldwide fraction,
and

‘“(B) in the case of taxable years beginning
in 2010, 2011, or 2012, an amount equal to the
sum of—

‘(i) the product of the unreduced amount
and the domestic/worldwide fraction, plus

‘“(ii) the applicable percentage of an
amount equal to the unreduced amount
minus the amount determined under clause
@.

For purposes of subparagraph (B)(ii), the ap-
plicable percentage is 25 percent for 2010, 50
percent for 2011, and 75 percent for 2012.

‘(d) DETERMINATION OF INCOME ATTRIB-
UTABLE TO DOMESTIC PRODUCTION ACTIVI-
TIES.—For purposes of this section—

‘(1) IN GENERAL.—The portion of the modi-
fied taxable income which is attributable to
domestic production activities is so much of
the modified taxable income for the taxable
year as does not exceed—

““(A) the taxpayer’s domestic production
gross receipts for such taxable year, reduced
by

‘“(B) the sum of—

‘(i) the costs of goods sold that are allo-
cable to such receipts,

‘“(ii) other deductions, expenses, or losses
directly allocable to such receipts, and

‘(iii) a proper share of other deductions,
expenses, and losses that are not directly al-
locable to such receipts or another class of
income.

‘“(2) ALLOCATION METHOD.—The Secretary
shall prescribe rules for the proper alloca-
tion of items of income, deduction, expense,
and loss for purposes of determining income
attributable to domestic production activi-
ties.

“(3) SPECIAL RULES
COSTS.—

‘“(A) IN GENERAL.—For purposes of deter-
mining costs under clause (i) of paragraph
(1)(B), any item or service brought into the
United States shall be treated as acquired by
purchase, and its cost shall be treated as not
less than its fair market value immediately
after it entered the United States. A similar
rule shall apply in determining the adjusted
basis of leased or rented property where the
lease or rental gives rise to domestic produc-
tion gross receipts.

“(B) EXPORTS FOR FURTHER MANUFAC-
TURE.—In the case of any property described
in subparagraph (A) that had been exported
by the taxpayer for further manufacture, the
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increase in cost or adjusted basis under sub-
paragraph (A) shall not exceed the difference
between the value of the property when ex-
ported and the value of the property when
brought back into the United States after
the further manufacture.

‘“(4) MODIFIED TAXABLE INCOME.—The term
‘modified taxable income’ means taxable in-
come computed without regard to the deduc-
tion allowable under this section.

‘“(e) DOMESTIC PRODUCTION GROSS RE-
CEIPTS.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘domestic pro-
duction gross receipts’ means the gross re-
ceipts of the taxpayer which are derived
from—

‘“(A) any sale, exchange, or other disposi-
tion of, or

‘(B) any lease, rental, or license of,
qualifying production property which was
manufactured, produced, grown, or extracted
in whole or in significant part by the tax-
payer within the United States.

‘(2) SPECIAL RULES FOR CERTAIN PROP-
ERTY.—In the case of any qualifying produc-
tion property described in subsection
OHOW(C)—

“‘(A) such property shall be treated for pur-
poses of paragraph (1) as produced in signifi-
cant part by the taxpayer within the United
States if more than 50 percent of the aggre-
gate development and production costs are
incurred by the taxpayer within the United
States, and

‘(B) if a taxpayer acquires such property
before such property begins to generate sub-
stantial gross receipts, any development or
production costs incurred before the acquisi-
tion shall be treated as incurred by the tax-
payer for purposes of subparagraph (A) and
paragraph (1).

“(f) QUALIFYING PRODUCTION PROPERTY.—
For purposes of this section—

‘(1) IN GENERAL.—Except as otherwise pro-
vided in this paragraph, the term ‘qualifying
production property’ means—

‘‘(A) any tangible personal property,

‘(B) any computer software, and

‘“(C) any property described in section
168(f) (3) or (4), including any underlying
copyright or trademark.

¢‘(2) EXCLUSIONS FROM QUALIFYING PRODUC-
TION PROPERTY.—The term ‘qualifying pro-
duction property’ shall not include—

‘““(A) consumable property that is sold,
leased, or licensed by the taxpayer as an in-
tegral part of the provision of services,

‘(B) oil or gas,

‘(C) electricity,

‘(D) water supplied by pipeline to the con-
sumer,

‘“(E) utility services, or

‘“(F') any film, tape, recording, book, maga-
zine, newspaper, or similar property the mar-
ket for which is primarily topical or other-
wise essentially transitory in nature.

‘“(g) DOMESTIC/WORLDWIDE FRACTION.—For
purposes of this section—

‘(1) IN GENERAL.—The term ‘domestic/
worldwide fraction’ means a fraction (not
greater than 1)—

“‘(A) the numerator of which is the value of
the domestic production of the taxpayer, and

‘(B) the denominator of which is the value
of the worldwide production of the taxpayer.

‘(2) VALUE OF DOMESTIC PRODUCTION.—The
value of domestic production is the excess (if
any) of—

‘““(A) the domestic production gross re-
ceipts, over

‘“(B) the cost of purchased inputs allocable
to such receipts that are deductible under
this chapter for the taxable year.

‘(3) PURCHASED INPUTS.—

‘““(A) IN GENERAL.—Purchased inputs are
any of the following items acquired by pur-
chase:
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‘(i) Services (other than services of em-
ployees) used in manufacture, production,
growth, or extraction activities.

‘‘(ii) Items consumed in connection with
such activities.

‘“(iii) Items incorporated as part of the
property being manufactured, produced,
grown, or extracted.

‘“(B) SPECIAL RULE.—Rules similar to the
rules of subsection (d)(3) shall apply for pur-
poses of this subsection.

‘“(4) VALUE OF WORLDWIDE PRODUCTION.—

““(A) IN GENERAL.—The value of worldwide
production shall be determined under the
principles of paragraph (2), except that—

‘(i) worldwide production gross receipts
shall be taken into account, and

‘“(ii) paragraph (3)(B) shall not apply.

‘“(B) WORLDWIDE PRODUCTION GROSS RE-
CEIPTS.—The worldwide production gross re-
ceipts is the amount that would be deter-
mined under subsection (e) if such subsection
were applied without any reference to the
United States.

‘‘(h) DEFINITIONS AND SPECIAL RULES.—

‘(1) APPLICATION OF SECTION TO PASS-THRU
ENTITIES.—In the case of an S corporation,
partnership, estate or trust, or other pass-
thru entity—

“‘(A) subject to the provisions of paragraph
(2) and subsection (b)(3)(A), this section shall
be applied at the shareholder, partner, or
similar level, and

‘(B) the Secretary shall prescribe rules for
the application of this section, including
rules relating to—

‘(i) restrictions on the allocation of the
deduction to taxpayers at the partner or
similar level, and

‘‘(ii) additional reporting requirements.

¢(2) PATRONS OF AGRICULTURAL AND HORTI-
CULTURAL COOPERATIVES.—

‘“(A) IN GENERAL.—If any amount described
in paragraph (1) or (3) of section 1385 (a)—

‘(i) is received by a person from an organi-
zation to which part I of subchapter T ap-
plies which is engaged—

“(I) in the manufacturing, production,
growth, or extraction in whole or significant
part of any agricultural or horticultural
product, or

“(II) in the marketing of agricultural or
horticultural products, and

‘‘(ii) is allocable to the portion of the
qualified production activities income of the
organization which, but for this paragraph,
would be deductible under subsection (a) by
the organization and is designated as such by
the organization in a written notice mailed
to its patrons during the payment period de-
scribed in section 1382(d),
then such person shall be allowed a deduc-
tion under subsection (a) with respect to
such amount. The taxable income of the or-
ganization shall not be reduced under section
1382 by reason of any amount to which the
preceding sentence applies.

“(B) SPECIAL RULES.—For purposes of ap-
plying subparagraph (A), in determining the
qualified production activities income of the
organization under this section—

‘(i) there shall not be taken into account
in computing the organization’s modified
taxable income any deduction allowable
under subsection (b) or (c) of section 1382 (re-
lating to patronage dividends, per-unit re-
tain allocations, and nonpatronage distribu-
tions), and

‘(i) in the case of an organization de-
scribed in subparagraph (A)(i)(II), the organi-
zation shall be treated as having manufac-
tured, produced, grown, or extracted in
whole or significant part any qualifying pro-
duction property marketed by the organiza-
tion which its patrons have so manufactured,
produced, grown, or extracted.

‘(3) SPECIAL RULE FOR
GROUPS.—

AFFILIATED
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‘“(A) IN GENERAL.—AIll members of an ex-
panded affiliated group shall be treated as a
single corporation for purposes of this sec-
tion.

‘“(B) EXPANDED AFFILIATED GROUP.—The
term ‘expanded affiliated group’ means an
affiliated group as defined in section 1504(a),
determined—

‘(1) by substituting ‘60 percent’ for ‘80 per-
cent’ each place it appears, and

‘(ii) without regard to paragraphs (2) and

(4) of section 1504(b).
For purposes of determining the domestic/
worldwide fraction under subsection (g),
clause (ii) shall be applied by also dis-
regarding paragraphs (3) and (8) of section
1504(b).

‘“(4) COORDINATION WITH MINIMUM TAX.—The
deduction under this section shall be allowed
for purposes of the tax imposed by section 55;
except that for purposes of section 55, alter-
native minimum taxable income shall be
taken into account in determining the de-
duction under this section.

‘“(5) ORDERING RULE.—The amount of any
other deduction allowable under this chapter
shall be determined as if this section had not
been enacted.

‘(6) TRADE OR BUSINESS REQUIREMENT.—
This section shall be applied by only taking
into account items which are attributable to
the actual conduct of a trade or business.

“(7T) POSSESSIONS, ETC.—

‘“(A) IN GENERAL.—For purposes of sub-
sections (d) and (e), the term ‘United States’
includes the Commonwealth of Puerto Rico,
Guam, American Samoa, the Commonwealth
of the Northern Mariana Islands, and the
Virgin Islands of the United States.

“(B) SPECIAL RULES FOR APPLYING WAGE
LIMITATION.—For purposes of applying the
limitation under subsection (b) for any tax-
able year—

‘(i) the determination of W-2 wages of a
taxpayer shall be made without regard to
any exclusion under section 3401(a)(8) for re-
muneration paid for services performed in a
jurisdiction described in subparagraph (A),
and

‘“(ii) in determining the amount of any
credit allowable under section 30A or 936 for
the taxable year, there shall not be taken
into account any wages which are taken into
account in applying such limitation.

“(8) COORDINATION  WITH  TRANSITION
RULES.—For purposes of this section—

‘“(A) domestic production gross receipts
shall not include gross receipts from any
transaction if the binding contract transi-
tion relief of section 101(c)(2) of the
Jumpstart Our Business Strength (JOBS)
Act applies to such transaction, and

“(B) any deduction allowed under section
101(e) of such Act shall be disregarded in de-
termining the portion of the taxable income
which is attributable to domestic production
gross receipts.

“(9) SEPARATE APPLICATION TO FILMS AND
VIDEOTAPE.—In the case of qualifying produc-
tion property described in section 168(f)(3),
this section shall be applied separately to
qualified production activities income of the
taxpayer allocable to each of the following
markets with respect to such property:

““(A) Theatrical.

‘“(B) Broadcast television (including cable,
foreign, pay-per-view, and syndication).

“(C) Home video.”.

(b) MINIMUM TAX.—Section 56(g)(4)(C) (re-
lating to disallowance of items not deduct-
ible in computing earnings and profits) is
amended by adding at the end the following
new clause:

“(v) DEDUCTION FOR DOMESTIC PRODUC-
TION.—Clause (i) shall not apply to any
amount allowable as a deduction under sec-
tion 199.”.
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(c) CLERICAL AMENDMENT.—The table of
sections for part VI of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item:

“Sec. 199. Income attributable to domestic
production activities.”.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years end-
ing after the date of the enactment of this
Act.

(2) APPLICATION OF SECTION 15.—Section 15
of the Internal Revenue Code of 1986 shall
apply to the amendments made by this sec-
tion as if they were changes in a rate of tax.

TITLE II-INTERNATIONAL TAX
PROVISIONS

Subtitle A—International Tax Reform

SEC. 201. 20-YEAR FOREIGN TAX CREDIT CARRY-
OVER; 1-YEAR FOREIGN TAX CREDIT
CARRYBACK.

(a) GENERAL RULE.—Section 904(c) (relat-
ing to carryback and carryover of excess tax
paid) is amended—

(1) by striking ‘“‘in the second preceding
taxable year,”, and

(2) by striking ¢, and in the first, second,
third, fourth, or fifth” and inserting ‘“‘and in
any of the first 20”.

(b) EXCESS EXTRACTION TAXES.—Paragraph
(1) of section 907(f) is amended—

(1) by striking ‘“in the second preceding
taxable year,”’,

(2) by striking ¢, and in the first, second,
third, fourth, or fifth’’ and inserting ‘‘and in
any of the first 20, and

(3) by striking the last sentence.

(¢) EFFECTIVE DATE.—

(1) CARRYBACK.—The amendments made by
subsections (a)(1) and (b)(1) shall apply to ex-
cess foreign taxes arising in taxable years
beginning after the date of the enactment of
this Act.

(2) CARRYOVER.—The amendments made by
subsections (a)(2) and (b)(2) shall apply to ex-
cess foreign taxes which (without regard to
the amendments made by this section) may
be carried to any taxable year ending after
the date of the enactment of this Act.

SEC. 202. LOOK-THRU RULES TO APPLY TO DIVI-
DENDS FROM NONCONTROLLED
SECTION 902 CORPORATIONS.

(a) IN GENERAL.—Section 904(d)(4) (relating
to look-thru rules apply to dividends from
noncontrolled section 902 corporations) is
amended to read as follows:

‘“(4) LOOK-THRU APPLIES TO DIVIDENDS FROM
NONCONTROLLED SECTION 902 CORPORATIONS.—

‘“(A) IN GENERAL.—For purposes of this sub-
section, any dividend from a noncontrolled
section 902 corporation with respect to the
taxpayer shall be treated as income de-
scribed in a subparagraph of paragraph (1) in
proportion to the ratio of—

‘(i) the portion of earnings and profits at-
tributable to income described in such sub-
paragraph, to

‘“(ii) the total amount of earnings and prof-
its.

“(B) EARNINGS AND PROFITS OF CONTROLLED
FOREIGN CORPORATIONS.—In the case of any
distribution from a controlled foreign cor-
poration to a United States shareholder,
rules similar to the rules of subparagraph (A)
shall apply in determining the extent to
which earnings and profits of the controlled
foreign corporation which are attributable to
dividends received from a noncontrolled sec-
tion 902 corporation may be treated as in-
come in a separate category.

‘(C) SPECIAL RULES.—For purposes of this
paragraph—

‘(i) EARNINGS AND PROFITS.—

‘(D IN GENERAL.—The rules of section 316
shall apply.
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‘“(II) REGULATIONS.—The Secretary may
prescribe regulations regarding the treat-
ment of distributions out of earnings and
profits for periods before the taxpayer’s ac-
quisition of the stock to which the distribu-
tions relate.

‘‘(ii) INADEQUATE SUBSTANTIATION.—If the
Secretary determines that the proper sub-
paragraph of paragraph (1) in which a divi-
dend is described has not been substantiated,
such dividend shall be treated as income de-
scribed in paragraph (1)(A).

¢“(iii) COORDINATION WITH HIGH-TAXED IN-
COME PROVISIONS.—Rules similar to the rules
of paragraph (3)(F) shall apply for purposes
of this paragraph.

“(iv) LOOK-THRU WITH RESPECT TO CARRY-
OVER OF CREDIT.—Rules similar to subpara-
graph (A) also shall apply to any
carryforward under subsection (c¢) from a
taxable year beginning before January 1,
2003, of tax allocable to a dividend from a
noncontrolled section 902 corporation with
respect to the taxpayer. The Secretary may
by regulations provide for the allocation of
any carryback of tax allocable to a dividend
from a noncontrolled section 902 corporation
to such a taxable year for purposes of allo-
cating such dividend among the separate cat-
egories in effect for such taxable year.”.

(b) CONFORMING AMENDMENTS.—

(1) Subparagraph (E) of section 904(d)(1) is
hereby repealed.

(2) Section 904(d)(2)(C)(iii) is amended by
adding ‘‘and” at the end of subclause (I), by
striking subclause (II), and by redesignating
subclause (ITI) as subclause (II).

(3) The last sentence of section 904(d)(2)(D)
is amended to read as follows: ‘“‘Such term
does not include any financial services in-
come.”’.

(4) Section 904(d)(2)(E) is amended—

(A) by inserting ‘“‘or (4)” after ‘‘paragraph
(3)” in clause (i), and

(B) by striking clauses (ii) and (iv) and by
redesignating clause (iii) as clause (ii).

(5) Section 904(d)(3)(F) is amended by strik-
ing (D), or (E)”’ and inserting ‘‘or (D).

(6) Section 864(d)(5)(A)(i) is amended by
striking “(C)Eii)(III)” and inserting
“CHAiHAD) .

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2002.

SEC. 203. FOREIGN TAX CREDIT UNDER ALTER-
NATIVE MINIMUM TAX.

(a) IN GENERAL.—

(1) Subsection (a) of section 59 is amended
by striking paragraph (2) and by redesig-
nating paragraphs (3) and (4) as paragraphs
(2) and (3), respectively.

(2) Section 53(d)(1)(B)(1)(II) is amended by
striking ‘“and if section 59(a)(2) did not
apply’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2004.

SEC. 204. RECHARACTERIZATION OF OVERALL
DOMESTIC LOSS.

(a) GENERAL RULE.—Section 904 is amended
by redesignating subsections (g), (h), (i), (j),
and (k) as subsections (h), (i), (j), (k), and (1)
respectively, and by inserting after sub-
section (f) the following new subsection:

(2) RECHARACTERIZATION OF OVERALL Do-
MESTIC LOSS.—

‘(1 GENERAL RULE.—For purposes of this
subpart and section 936, in the case of any
taxpayer who sustains an overall domestic
loss for any taxable year beginning after De-
cember 31, 2006, that portion of the tax-
payer’s taxable income from sources within
the United States for each succeeding tax-
able year which is equal to the lesser of—

‘“(A) the amount of such loss (to the extent
not used under this paragraph in prior tax-
able years), or
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‘(B) 50 percent of the taxpayer’s taxable
income from sources within the United
States for such succeeding taxable year,
shall be treated as income from sources
without the United States (and not as in-
come from sources within the United
States).

¢“(2) OVERALL DOMESTIC LOSS DEFINED.—For
purposes of this subsection—

‘“(A) IN GENERAL.—The term ‘overall do-
mestic loss’ means any domestic loss to the
extent such loss offsets taxable income from
sources without the United States for the
taxable year or for any preceding taxable
year by reason of a carryback. For purposes
of the preceding sentence, the term ‘domes-
tic loss’ means the amount by which the
gross income for the taxable year from
sources within the United States is exceeded
by the sum of the deductions properly appor-
tioned or allocated thereto (determined
without regard to any carryback from a sub-
sequent taxable year).

“(B) TAXPAYER MUST HAVE ELECTED FOR-
EIGN TAX CREDIT FOR YEAR OF LOSS.—The
term ‘overall domestic loss’ shall not include
any loss for any taxable year unless the tax-
payer chose the benefits of this subpart for
such taxable year.

¢“(3) CHARACTERIZATION OF SUBSEQUENT IN-
COME.—

‘(A) IN GENERAL.—Any income from
sources within the United States that is
treated as income from sources without the
United States under paragraph (1) shall be
allocated among and increase the income
categories in proportion to the loss from
sources within the United States previously
allocated to those income categories.

“(B) INCOME CATEGORY.—For purposes of
this paragraph, the term ‘income category’
has the meaning given such term by sub-
section (f)(5)(E)(1).

‘“(4) COORDINATION WITH SUBSECTION (f).—
The Secretary shall prescribe such regula-
tions as may be necessary to coordinate the
provisions of this subsection with the provi-
sions of subsection (f).”".

(b) CONFORMING AMENDMENTS.—

(1) Section 535(d)(2) is amended by striking
‘“‘section 904(g)(6)”’ and inserting ‘‘section
904(h)(6)".

(2) Subparagraph (A) of section 936(a)(2) is
amended by striking ‘‘section 904(f)”’ and in-
serting ‘‘subsections (f) and (g) of section
904>,

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to losses for
taxable years beginning after December 31,
2006.
SEC. 205. INTEREST EXPENSE ALLOCATION
RULES.

(a) ELECTION TO ALLOCATE ON WORLDWIDE
BASIS.—Section 864 is amended by redesig-
nating subsection (f) as subsection (g) and by
inserting after subsection (e) the following
new subsection:

“(f) ELECTION TO ALLOCATE INTEREST, ETC.
ON WORLDWIDE BASIS.—For purposes of this
subchapter, at the election of the worldwide
affiliated group—

(1) ALLOCATION AND APPORTIONMENT OF IN-
TEREST EXPENSE.—

‘“(A) IN GENERAL.—The taxable income of
each domestic corporation which is a mem-
ber of a worldwide affiliated group shall be
determined by allocating and apportioning
interest expense of each member as if all
members of such group were a single cor-
poration.

¢(B) TREATMENT OF WORLDWIDE AFFILIATED
GROUP.—The taxable income of the domestic
members of a worldwide affiliated group
from sources outside the United States shall
be determined by allocating and appor-
tioning the interest expense of such domestic
members to such income in an amount equal
to the excess (if any) of—
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‘(i) the total interest expense of the world-
wide affiliated group multiplied by the ratio
which the foreign assets of the worldwide af-
filiated group bears to all the assets of the
worldwide affiliated group, over

‘‘(ii) the interest expense of all foreign cor-
porations which are members of the world-
wide affiliated group to the extent such in-
terest expense of such foreign corporations
would have been allocated and apportioned
to foreign source income if this subsection
were applied to a group consisting of all the
foreign corporations in such worldwide affili-
ated group.

‘(C) WORLDWIDE AFFILIATED GROUP.—For
purposes of this paragraph, the term ‘world-
wide affiliated group’ means a group con-
sisting of—

‘(i) the includible members of an affiliated
group (as defined in section 1504(a), deter-
mined without regard to paragraphs (2) and
(4) of section 1504(b)), and

‘“(ii) all controlled foreign corporations in
which such members in the aggregate meet
the ownership requirements of section
15604(a)(2) either directly or indirectly
through applying paragraph (2) of section
958(a) or through applying rules similar to
the rules of such paragraph to stock owned
directly or indirectly by domestic partner-
ships, trusts, or estates.

‘“(2) ALLOCATION AND APPORTIONMENT OF
OTHER EXPENSES.—Expenses other than inter-
est which are not directly allocable or appor-
tioned to any specific income producing ac-
tivity shall be allocated and apportioned as
if all members of the affiliated group were a
single corporation. For purposes of the pre-
ceding sentence, the term ‘affiliated group’
has the meaning given such term by section
1504 (determined without regard to para-
graph (4) of section 1504(b)).

“(3) TREATMENT OF TAX-EXEMPT ASSETS;
BASIS OF STOCK IN NONAFFILIATED 10-PERCENT
OWNED CORPORATIONS.—The rules of para-
graphs (3) and (4) of subsection (e) shall
apply for purposes of this subsection, except
that paragraph (4) shall be applied on a
worldwide affiliated group basis.

‘“(4) TREATMENT OF CERTAIN FINANCIAL IN-
STITUTIONS.—

‘““(A) IN GENERAL.—For purposes of para-
graph (1), any corporation described in sub-
paragraph (B) shall be treated as an includ-
ible corporation for purposes of section 1504
only for purposes of applying this subsection
separately to corporations so described.

‘“(B) DESCRIPTION.—A corporation is de-
scribed in this subparagraph if—

‘(i) such corporation is a financial institu-
tion described in section 581 or 591,

‘“(ii) the business of such financial institu-
tion is predominantly with persons other
than related persons (within the meaning of
subsection (d)(4)) or their customers, and

‘‘(iii) such financial institution is required
by State or Federal law to be operated sepa-
rately from any other entity which is not
such an institution.

“(C) TREATMENT OF BANK AND FINANCIAL
HOLDING COMPANIES.—To the extent provided
in regulations—

‘(i) a bank holding company (within the
meaning of section 2(a) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1841(a)),

‘‘(ii) a financial holding company (within
the meaning of section 2(p) of the Bank Hold-
ing Company Act of 1956 (12 U.S.C. 1841(p)),
and

‘“(iii) any subsidiary of a financial institu-
tion described in section 581 or 591, or of any
such bank or financial holding company, if
such subsidiary is predominantly engaged
(directly or indirectly) in the active conduct
of a banking, financing, or similar business,

shall be treated as a corporation described in
subparagraph (B).
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‘(5) ELECTION TO EXPAND FINANCIAL INSTI-
TUTION GROUP OF WORLDWIDE GROUP.—

“(A) IN GENERAL.—If a worldwide affiliated
group elects the application of this sub-
section, all financial corporations which—

‘(i) are members of such worldwide affili-
ated group, but

‘(ii) are not corporations described in
paragraph (4)(B),
shall be treated as described in paragraph
(4)(B) for purposes of applying paragraph
(4)(A). This subsection (other than this para-
graph) shall apply to any such group in the
same manner as this subsection (other than
this paragraph) applies to the pre-election
worldwide affiliated group of which such
group is a part.

‘(B) FINANCIAL CORPORATION.—For pur-
poses of this paragraph, the term ‘financial
corporation’ means any corporation if at
least 80 percent of its gross income is income
described in section 904(d)(2)(C)(ii) and the
regulations thereunder which is derived from
transactions with persons who are not re-
lated (within the meaning of section 267(b) or
707(b)(1)) to the corporation. For purposes of
the preceding sentence, there shall be dis-
regarded any item of income or gain from a
transaction or series of transactions a prin-
cipal purpose of which is the qualification of
any corporation as a financial corporation.

‘(C) ANTIABUSE RULES.—In the case of a
corporation which is a member of an electing
financial institution group, to the extent
that such corporation—

‘(i) distributes dividends or makes other
distributions with respect to its stock after
the date of the enactment of this paragraph
to any member of the pre-election worldwide
affiliated group (other than to a member of
the electing financial institution group) in
excess of the greater of—

‘(1) its average annual dividend (expressed
as a percentage of current earnings and prof-
its) during the 5-taxable-year period ending
with the taxable year preceding the taxable
year, or

“‘(II) 25 percent of its average annual earn-
ings and profits for such 5-taxable-year pe-
riod, or

‘‘(ii) deals with any person in any manner
not clearly reflecting the income of the cor-
poration (as determined under principles
similar to the principles of section 482),
an amount of indebtedness of the electing fi-
nancial institution group equal to the excess
distribution or the understatement or over-
statement of income, as the case may be,
shall be recharacterized (for the taxable year
and subsequent taxable years) for purposes of
this paragraph as indebtedness of the world-
wide affiliated group (excluding the electing
financial institution group). If a corporation
has not been in existence for 5 taxable years,
this subparagraph shall be applied with re-
spect to the period it was in existence.

‘(D) ELECTION.—An election under this
paragraph with respect to any financial in-
stitution group may be made only by the
common parent of the pre-election world-
wide affiliated group and may be made only
for the first taxable year beginning after De-
cember 31, 2008, in which such affiliated
group includes 1 or more financial corpora-
tions. Such an election, once made, shall
apply to all financial corporations which are
members of the electing financial institution
group for such taxable year and all subse-
quent years unless revoked with the consent
of the Secretary.

‘“(E) DEFINITIONS RELATING TO GROUPS.—
For purposes of this paragraph—

‘(1) PRE-ELECTION WORLDWIDE AFFILIATED
GROUP.—The term ‘pre-election worldwide af-
filiated group’ means, with respect to a cor-
poration, the worldwide affiliated group of
which such corporation would (but for an

CONGRESSIONAL RECORD — SENATE

election under this paragraph) be a member
for purposes of applying paragraph (1).

“(i1) ELECTING FINANCIAL INSTITUTION
GROUP.—The term ‘electing financial institu-
tion group’ means the group of corporations
to which this subsection applies separately
by reason of the application of paragraph
(4)(A) and which includes financial corpora-
tions by reason of an election under subpara-
graph (A).

‘(F) REGULATIONS.—The Secretary shall
prescribe such regulations as may be appro-
priate to carry out this subsection, including
regulations—

‘(i) providing for the direct allocation of
interest expense in other -circumstances
where such allocation would be appropriate
to carry out the purposes of this subsection,

‘‘(i1) preventing assets or interest expense
from being taken into account more than
once, and

‘(iii) dealing with changes in members of
any group (through acquisitions or other-
wise) treated under this paragraph as an af-
filiated group for purposes of this subsection.

‘“(6) ELECTION.—An election to have this
subsection apply with respect to any world-
wide affiliated group may be made only by
the common parent of the domestic affili-
ated group referred to in paragraph (1)(C)
and may be made only for the first taxable
year beginning after December 31, 2008, in
which a worldwide affiliated group exists
which includes such affiliated group and at
least 1 foreign corporation. Such an election,
once made, shall apply to such common par-
ent and all other corporations which are
members of such worldwide affiliated group
for such taxable year and all subsequent
years unless revoked with the consent of the
Secretary.”.

(b) EXPANSION OF REGULATORY AUTHOR-
1TY.—Paragraph (7) of section 864(e) is
amended—

(1) by inserting before the comma at the
end of subparagraph (B) ‘“‘and in other cir-
cumstances where such allocation would be
appropriate to carry out the purposes of this
subsection”, and

(2) by striking ‘“‘and’ at the end of subpara-
graph (E), by redesignating subparagraph (F)
as subparagraph (G), and by inserting after
subparagraph (E) the following new subpara-
graph:

‘“(F) preventing assets or interest expense
from being taken into account more than
once, and”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2008.

SEC. 206. DETERMINATION OF FOREIGN PER-
SONAL HOLDING COMPANY INCOME
WITH RESPECT TO TRANSACTIONS
IN COMMODITIES.

(a) IN GENERAL.—Clauses (i) and (ii) of sec-
tion 954(c)(1)(C) (relating to commodity
transactions) are amended to read as follows:

‘(i) arise out of commodity hedging trans-
actions (as defined in paragraph (4)(A)),

‘“(ii) are active business gains or losses
from the sale of commodities, but only if
substantially all of the controlled foreign
corporation’s commodities are property de-
scribed in paragraph (1), (2), or (8) of section
1221(a), or”.

(b) DEFINITION AND SPECIAL RULES.—Sub-
section (c) of section 954 is amended by add-
ing after paragraph (3) the following new
paragraph:

¢‘(4) DEFINITION AND SPECIAL RULES RELAT-
ING TO COMMODITY TRANSACTIONS.—

““(A) COMMODITY HEDGING TRANSACTIONS.—
For purposes of paragraph (1)(C)(i), the term
‘commodity hedging transaction’ means any
transaction with respect to a commodity if
such transaction—

‘(i) is a hedging transaction as defined in
section 1221(b)(2), determined—
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“(I) without regard to subparagraph (A)(ii)
thereof,

“(IT) by applying subparagraph (A)@) there-
of by substituting ‘ordinary property or
property described in section 1231(b)’ for ‘or-
dinary property’, and

“(ITII) by substituting ‘controlled foreign
corporation’ for ‘taxpayer’ each place it ap-
pears, and

‘“(ii) is clearly identified as such in accord-
ance with section 1221(a)(7).

‘“(B) TREATMENT OF DEALER ACTIVITIES
UNDER PARAGRAPH (1)(C).—Commodities with
respect to which gains and losses are not
taken into account under paragraph (2)(C) in
computing a controlled foreign corporation’s
foreign personal holding company income
shall not be taken into account in applying
the substantially all test under paragraph
(1)(C)(ii) to such corporation.

‘(C) REGULATIONS.—The Secretary shall
prescribe such regulations as are appropriate
to carry out the purposes of paragraph (1)(C)
in the case of transactions involving related
parties.”.

(c) MODIFICATION OF EXCEPTION FOR DEAL-
ERS.—Clause (i) of section 954(c)(2)(C) is
amended by inserting ‘“‘and transactions in-
volving physical settlement” after ‘‘(includ-
ing hedging transactions’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to trans-
actions entered into after December 31, 2004.
Subtitle B—International Tax Simplification
SEC. 211. REPEAL OF FOREIGN PERSONAL HOLD-

ING COMPANY RULES AND FOREIGN
INVESTMENT COMPANY RULES.

(a) GENERAL RULE.—The following provi-
sions are hereby repealed:

(1) Part III of subchapter G of chapter 1
(relating to foreign personal holding compa-
nies).

(2) Section 1246 (relating to gain on foreign
investment company stock).

(3) Section 1247 (relating to election by for-
eign investment companies to distribute in-
come currently).

(b) EXEMPTION OF FOREIGN CORPORATIONS
FROM PERSONAL HOLDING COMPANY RULES.—

(1) IN GENERAL.—Subsection (c) of section
542 (relating to exceptions) is amended—

(A) by striking paragraph (5) and inserting
the following:

‘“(5) a foreign corporation,”’,

(B) by striking paragraphs (7) and (10) and
by redesignating paragraphs (8) and (9) as
paragraphs (7) and (8), respectively,

(C) by inserting ‘“‘and” at the end of para-
graph (7) (as so redesignated), and

(D) by striking ‘‘; and” at the end of para-
graph (8) (as so redesignated) and inserting a
period.

(2) TREATMENT OF INCOME FROM PERSONAL
SERVICE CONTRACTS.—Paragraph (1) of section
954(c) is amended by adding at the end the
following new subparagraph:

‘(1) PERSONAL SERVICE CONTRACTS.—

‘(i) Amounts received under a contract
under which the corporation is to furnish
personal services if—

“(I) some person other than the corpora-
tion has the right to designate (by name or
by description) the individual who is to per-
form the services, or

‘“(IT) the individual who is to perform the
services is designated (by name or by de-
scription) in the contract, and

‘(ii) amounts received from the sale or
other disposition of such a contract.

This subparagraph shall apply with respect
to amounts received for services under a par-
ticular contract only if at some time during
the taxable year 25 percent or more in value
of the outstanding stock of the corporation
is owned, directly or indirectly, by or for the
individual who has performed, is to perform,
or may be designated (by name or by descrip-
tion) as the one to perform, such services.”.



March 22, 2004

(c) CONFORMING AMENDMENTS.—

(1) Section 1(h) is amended—

(A) in paragraph (10), by inserting ‘“‘and” at
the end of subparagraph (F), by striking sub-
paragraph (G), and by redesignating subpara-
graph (H) as subparagraph (G), and

(B) by striking ‘‘a foreign personal holding
company (as defined in section 552), a foreign
investment company (as defined in section
1246(b)), or’’ in paragraph (11)(C)(iii).

(2) Section 163(e)(3)(B), as amended by this
Act, is amended by striking ‘‘which is a for-
eign personal holding company (as defined in
section 552), a controlled foreign corporation
(as defined in section 957), or” and inserting
“which is a controlled foreign corporation
(as defined in section 957) or’’.

(3) Paragraph (2) of section 171(c) is amend-
ed—

(A) by striking ¢, or by a foreign personal
holding company, as defined in section 552,
and

(B) by striking ‘¢, or foreign personal hold-
ing company’’.

(4) Paragraph (2) of section 245(a) is amend-
ed by striking ‘‘foreign personal holding
company or’’.

(5) Section 267(a)(3)(B), as amended by this
Act, is amended by striking ‘‘to a foreign
personal holding company (as defined in sec-
tion 552), a controlled foreign corporation (as
defined in section 957), or’”’ and inserting ‘‘to
a controlled foreign corporation (as defined
in section 957) or’’.

(6) Section 312 is amended by striking sub-
section (j).

(7) Subsection (m) of section 312 is amend-
ed by striking ‘‘, a foreign investment com-
pany (within the meaning of section 1246(b)),
or a foreign personal holding company (with-
in the meaning of section 552)"’.

(8) Subsection (e) of section 443 is amended
by striking paragraph (3) and by redesig-
nating paragraphs (4) and (5) as paragraphs
(3) and (4), respectively.

(9) Subparagraph (B) of section 465(c)(7) is
amended by adding ‘‘or’’ at the end of clause
(i), by striking clause (ii), and by redesig-
nating clause (iii) as clause (ii).

(10) Paragraph (1) of section 543(b) is
amended by inserting ‘“‘and” at the end of
subparagraph (A), by striking ¢, and’ at the
end of subparagraph (B) and inserting a pe-
riod, and by striking subparagraph (C).

(11) Paragraph (1) of section 562(b) is
amended by striking ‘‘or a foreign personal
holding company described in section 552°.

(12) Section 563 is amended—

(A) by striking subsection (c),

(B) by redesignating subsection (d) as sub-
section (c¢), and

(C) by striking ‘‘subsection (a), (b), or (c)”’
in subsection (c) (as so redesignated) and in-
serting ‘‘subsection (a) or (b)”’.

(13) Subsection (d) of section 751 is amend-
ed by adding ‘‘and” at the end of paragraph
(2), by striking paragraph (3), by redesig-
nating paragraph (4) as paragraph (3), and by
striking ‘‘paragraph (1), (2), or (3)” in para-
graph (3) (as so redesignated) and inserting
“paragraph (1) or (2)”.

(14) Paragraph (2) of section 864(d) is
amended by striking subparagraph (A) and
by redesignating subparagraphs (B) and (C)
as subparagraphs (A) and (B), respectively.

(156)(A) Subparagraph (A) of section
898(b)(1) is amended to read as follows:

‘““(A) which is treated as a controlled for-
eign corporation for any purpose under sub-
part F of part III of this subchapter, and”.

(B) Subparagraph (B) of section 898(b)(2) is
amended by striking ‘‘and sections 551(f) and
5564, whichever are applicable,”.

(C) Paragraph (3) of section 898(b) is
amended to read as follows:

“(3) UNITED STATES SHAREHOLDER.—The
term ‘United States shareholder’ has the
meaning given to such term by section
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951(b), except that, in the case of a foreign
corporation having related person insurance
income (as defined in section 953(c)(2)), the
Secretary may treat any person as a United
States shareholder for purposes of this sec-
tion if such person is treated as a United
States shareholder under section 953(c)(1).”".

(D) Subsection (c¢) of section 898 is amended
to read as follows:

‘‘(c) DETERMINATION OF REQUIRED YEAR.—

‘(1) IN GENERAL.—The required year is—

‘“(A) the majority U.S. shareholder year, or

‘(B) if there is no majority U.S. share-
holder year, the taxable year prescribed
under regulations.

‘“(2) 1-MONTH DEFERRAL ALLOWED.—A speci-
fied foreign corporation may elect, in lieu of
the taxable year under paragraph (1)(A), a
taxable year beginning 1 month earlier than
the majority U.S. shareholder year.

€“(3) MAJORITY U.S. SHAREHOLDER YEAR.—

‘“(A) IN GENERAL.—For purposes of this sub-
section, the term ‘majority U.S. shareholder
yvear’ means the taxable year (if any) which,
on each testing day, constituted the taxable
year of—

‘(i) each United States shareholder de-
scribed in subsection (b)(2)(A), and

‘(i) each United States shareholder not
described in clause (i) whose stock was treat-
ed as owned under subsection (b)(2)(B) by any
shareholder described in such clause.

‘(B) TESTING DAY.—The testing days shall
be—

‘(i) the first day of the corporation’s tax-
able year (determined without regard to this
section), or

‘“(ii) the days during such representative
period as the Secretary may prescribe.”.

(16) Clause (ii) of section 904(d)(2)(A) is
amended to read as follows:

(i) CERTAIN AMOUNTS INCLUDED.—Except
as provided in clause (iii), the term ‘passive
income’ includes, except as provided in sub-
paragraph (E)(iii) or paragraph (3)(I), any
amount includible in gross income under sec-
tion 1293 (relating to certain passive foreign
investment companies).”’.

(A7)(A) Subparagraph (A) of section
904(g)(1), as redesignated by section 204, is
amended by adding ‘‘or’’ at the end of clause
(i), by striking clause (ii), and by redesig-
nating clause (iii) as clause (ii).

(B) The paragraph heading of paragraph (2)
of section 904(g), as so redesignated, is
amended by striking ‘‘FOREIGN PERSONAL
HOLDING OR’’.

(18) Section 951 is amended by striking sub-
sections (¢) and (d) and by redesignating sub-
sections (e) and (f) as subsections (¢) and (d),
respectively.

(19) Paragraph (3) of section 989(b) is
amended by striking ¢, 551(a),”’.

(20) Paragraph (5) of section 1014(b) is
amended by inserting ‘‘and before January 1,
2005,” after ‘‘August 26, 1937,”.

(21) Subsection (a) of section 1016 is amend-
ed by striking paragraph (13).

(22)(A) Paragraph (3) of section 1212(a) is
amended to read as follows:

¢“(3) SPECIAL RULES ON CARRYBACKS.—A net
capital loss of a corporation shall not be car-
ried back under paragraph (1)(A) to a taxable
year—

‘“(A) for which it is a regulated investment
company (as defined in section 851), or

‘(B) for which it is a real estate invest-
ment trust (as defined in section 856).”".

(B) The amendment made by subparagraph
(A) shall apply to taxable years beginning
after December 31, 2004.

(23) Section 1223 is amended by striking
paragraph (10) and by redesignating the fol-
lowing paragraphs accordingly.

(24) Subsection (d) of section 1248 is amend-
ed by striking paragraph (5) and by redesig-
nating paragraphs (6) and (7) as paragraphs
(5) and (6), respectively.
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(25) Paragraph (2) of section 1260(c) is
amended by striking subparagraphs (H) and
(I) and by redesignating subparagraph (J) as
subparagraph (H).

(26)(A) Subparagraph (F) of
1291(b)(3) is amended by striking
959(a),” and inserting ‘‘959(a)”’.

(B) Subsection (e) of section 1291 is amend-
ed by inserting ‘‘(as in effect on the day be-
fore the date of the enactment of the
Jumpstart Our Business Strength (JOBS)
Act)” after ‘‘section 1246”.

(27) Paragraph (2) of section 129%4(a) is
amended to read as follows:

‘(2) ELECTION NOT PERMITTED WHERE
AMOUNTS OTHERWISE INCLUDIBLE UNDER SEC-
TION 951.—The taxpayer may not make an
election under paragraph (1) with respect to
the undistributed PFIC earnings tax liability
attributable to a qualified electing fund for
the taxable year if any amount is includible
in the gross income of the taxpayer under
section 951 with respect to such fund for such
taxable year.”.

(28) Section 6035 is hereby repealed.

(29) Subparagraph (D) of section 6103(e)(1)
is amended by striking clause (iv) and redes-
ignating clauses (v) and (vi) as clauses (iv)
and (v), respectively.

(30) Subparagraph (B) of section 6501(e)(1)
is amended to read as follows:

‘(B) CONSTRUCTIVE DIVIDENDS.—If the tax-
payer omits from gross income an amount
properly includible therein under section
951(a), the tax may be assessed, or a pro-
ceeding in court for the collection of such
tax may be done without assessing, at any
time within 6 years after the return was
filed.”.

(31) Subsection (a) of section 6679 is amend-
ed—

(A) by striking ‘6035, 6046, and 6046A’° in
paragraph (1) and inserting ‘6046 and 6046A°°,
and

(B) by striking paragraph (3).

(32) Sections 170(£)(10)(A), 508(d), 4947, and
4948(c)(4) are each amended by striking
¢556(b)(2),”” each place it appears.

(33) The table of parts for subchapter G of
chapter 1 is amended by striking the item re-
lating to part III.

(34) The table of sections for part IV of sub-
chapter P of chapter 1 is amended by strik-
ing the items relating to sections 1246 and
1247.

(35) The table of sections for subpart A of
part III of subchapter A of chapter 61 is
amended by striking the item relating to
section 6035.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2004, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

SEC. 212. EXPANSION OF DE MINIMIS
UNDER SUBPART F.

(a) IN GENERAL.—Clause (ii) of section
954(b)(3)(A) (relating to de minimis, etc.,
rules) is amended by striking ¢$1,000,000°’
and inserting ‘‘$5,000,000°".

(b) TECHNICAL AMENDMENTS.—

(1) Clause (ii) of section 864(d)(5)(A) is
amended by striking $1,000,000"’ and insert-
ing ¢“$5,000,000.

(2) Clause (i) of section 881(c)(5)(A) is
amended by striking ‘$1,000,000"’ and insert-
ing ‘“$5,000,000.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2004, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

section
“551(d),

RULE
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SEC. 213. ATTRIBUTION OF STOCK OWNERSHIP
THROUGH PARTNERSHIPS TO APPLY
IN DETERMINING SECTION 902 AND
960 CREDITS.

(a) IN GENERAL.—Subsection (c) of section
902 is amended by redesignating paragraph
(7) as paragraph (8) and by inserting after
paragraph (6) the following new paragraph:

“(7) CONSTRUCTIVE OWNERSHIP THROUGH
PARTNERSHIPS.—Stock owned, directly or in-
directly, by or for a partnership shall be con-
sidered as being owned proportionately by
its partners. Stock considered to be owned
by a person by reason of the preceding sen-
tence shall, for purposes of applying such
sentence, be treated as actually owned by
such person. The Secretary may prescribe
such regulations as may be necessary to
carry out the purposes of this paragraph, in-
cluding rules to account for special partner-
ship allocations of dividends, credits, and
other incidents of ownership of stock in de-
termining proportionate ownership.”.

(b) CLARIFICATION OF COMPARABLE ATTRIBU-
TION UNDER SECTION 901(b)(5).—Paragraph (5)
of section 901(b) is amended by striking ‘‘any
individual’ and inserting ‘‘any person’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxes of
foreign corporations for taxable years of
such corporations beginning after the date of
the enactment of this Act.

SEC. 214. APPLICATION OF UNIFORM CAPITAL-
IZATION RULES TO FOREIGN PER-
SONS.

(a) IN GENERAL.—Section 263A(c) (relating
to exceptions) is amended by adding at the
end the following new paragraph:

‘(7Y FOREIGN PERSONS.—Except for pur-
poses of applying sections 871(b)(1) and
882(a)(1), this section shall not apply to any
taxpayer who is not a United States person if
such taxpayer capitalizes costs of produced
property or property acquired for resale by
applying the method used to ascertain the
income, profit, or loss for purposes of reports
or statements to shareholders, partners,
other proprietors, or beneficiaries, or for
credit purposes.”’.

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendment made by
subsection (a) shall apply to taxable years
beginning after December 31, 2004.

(2) CHANGE IN METHOD OF ACCOUNTING.—In
the case of any taxpayer required by the
amendment made by this section to change
its method of accounting for its first taxable
year beginning after December 31, 2004—

(A) such change shall be treated as initi-
ated by the taxpayer,

(B) such change shall be treated as made
with the consent of the Secretary of the
Treasury, and

(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481 of the Internal Rev-
enue Code of 1986 shall be taken into account
in such first year.

SEC. 215. REPEAL OF WITHHOLDING TAX ON DIVI-
DENDS FROM CERTAIN FOREIGN
CORPORATIONS.

(a) IN GENERAL.—Paragraph (2) of section
871(1) (relating to tax not to apply to certain
interest and dividends) is amended by adding
at the end the following new subparagraph:

‘(D) Dividends paid by a foreign corpora-
tion which are treated under section
861(a)(2)(B) as income from sources within
the United States.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to payments
made after December 31, 2004.

SEC. 216. REPEAL OF SPECIAL CAPITAL GAINS
TAX ON ALIENS PRESENT IN THE
UNITED STATES FOR 183 DAYS OR
MORE.

(a) IN GENERAL.—Subsection (a) of section
871 is amended by striking paragraph (2) and

CONGRESSIONAL RECORD — SENATE

by redesignating paragraph (3) as paragraph
(2).

(b) CONFORMING AMENDMENT.—Section
1441(g) is amended is amended by striking
‘“‘section 871(a)(3)” and inserting ‘‘section
871(a)(2)”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2003.

Subtitle C—Additional International Tax
Provisions
SEC. 221. ACTIVE LEASING INCOME FROM AIR-
CRAFT AND VESSELS.

(a) IN GENERAL.—Section 954(c)(2) is
amended by adding at the end the following
new subparagraph:

‘(D) CERTAIN RENTS, ETC.—

‘(i) IN GENERAL.—Foreign personal holding
company income shall not include qualified
leasing income derived from or in connection
with the leasing or rental of any aircraft or
vessel.

“‘(i1) QUALIFIED LEASING INCOME.—For pur-
poses of this subparagraph, the term ‘quali-
fied leasing income’ means rents and gains
derived in the active conduct of a trade or
business of leasing with respect to which the
controlled foreign corporation conducts sub-
stantial activity, but only if—

“(I) the leased property is used by the les-
see or other end-user in foreign commerce
and predominantly outside the United
States, and

“(IT) the lessee or other end-user is not a

related person (as defined in subsection
(A)(3)).
Any amount not treated as foreign personal
holding income under this subparagraph
shall not be treated as foreign base company
shipping income.”’.

(b) CONFORMING AMENDMENT.—Section
954(c)(1)(B) is amended by inserting ‘‘or
(2)(D)” after ‘‘paragraph (2)(A)”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2006, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

SEC. 222. LOOK-THRU TREATMENT OF PAYMENTS
BETWEEN RELATED CONTROLLED
FOREIGN CORPORATIONS UNDER
FOREIGN PERSONAL HOLDING COM-
PANY INCOME RULES.

(a) IN GENERAL.—Subsection (c) of section
954, as amended by this Act, is amended by
adding after paragraph (4) the following new
paragraph:

“(5) LOOK-THRU IN THE CASE OF RELATED
CONTROLLED FOREIGN CORPORATIONS.—For
purposes of this subsection, dividends, inter-
est, rents, and royalties received or accrued
from a controlled foreign corporation which
is a related person (as defined in subsection
(b)(9)) shall not be treated as foreign per-
sonal holding company income to the extent
attributable or properly allocable (deter-
mined under rules similar to the rules of sub-
paragraphs (C) and (D) of section 904(d)(3)) to
income of the related person which is not
subpart F income (as defined in section 952).
For purposes of this paragraph, interest shall
include factoring income which is treated as
income equivalent to interest for purposes of
paragraph (1)(E). The Secretary shall pre-
scribe such regulations as may be appro-
priate to prevent the abuse of the purposes of
this paragraph.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2004, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.
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SEC. 223. LOOK-THRU TREATMENT FOR SALES OF
PARTNERSHIP INTERESTS.

(a) IN GENERAL.—Section 954(c) (defining
foreign personal holding company income),
as amended by this Act, is amended by add-
ing after paragraph (5) the following new
paragraph:

¢‘(6) LOOK-THRU RULE FOR CERTAIN PARTNER-
SHIP SALES.—

‘“(A) IN GENERAL.—In the case of any sale
by a controlled foreign corporation of an in-
terest in a partnership with respect to which
such corporation is a 25-percent owner, such
corporation shall be treated for purposes of
this subsection as selling the proportionate
share of the assets of the partnership attrib-
utable to such interest. The Secretary shall
prescribe such regulations as may be appro-
priate to prevent abuse of the purposes of
this paragraph, including regulations pro-
viding for coordination of this paragraph
with the provisions of subchapter K.

‘“(B) 25-PERCENT OWNER.—For purposes of
this paragraph, the term ‘25-percent owner’
means a controlled foreign corporation
which owns directly 25 percent or more of
the capital or profits interest in a partner-
ship. For purposes of the preceding sentence,
if a controlled foreign corporation is a share-
holder or partner of a corporation or part-
nership, the controlled foreign corporation
shall be treated as owning directly its pro-
portionate share of any such capital or prof-
its interest held directly or indirectly by
such corporation or partnership”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2004, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

SEC. 224. ELECTION NOT TO USE AVERAGE EX-
CHANGE RATE FOR FOREIGN TAX
PAID OTHER THAN IN FUNCTIONAL
CURRENCY.

(a) IN GENERAL.—Paragraph (1) of section
986(a) (relating to determination of foreign
taxes and foreign corporation’s earnings and
profits) is amended by redesignating sub-
paragraph (D) as subparagraph (E) and by in-
serting after subparagraph (C) the following
new subparagraph:

‘(D) ELECTIVE EXCEPTION FOR TAXES PAID
OTHER THAN IN FUNCTIONAL CURRENCY.—

‘(i) IN GENERAL.—At the election of the
taxpayer, subparagraph (A) shall not apply
to any foreign income taxes the liability for
which is denominated in any currency other
than in the taxpayer’s functional currency.

‘(i) APPLICATION TO QUALIFIED BUSINESS
UNITS.—An election under this subparagraph
may apply to foreign income taxes attrib-
utable to a qualified business unit in accord-
ance with regulations prescribed by the Sec-
retary.

‘“(iii) ELECTION.—Any such election shall
apply to the taxable year for which made and
all subsequent taxable years unless revoked
with the consent of the Secretary.”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2004.

SEC. 225. TREATMENT OF INCOME TAX BASE DIF-
FERENCES.

(a) IN GENERAL.—Paragraph (2) of section
904(d) is amended by redesignating subpara-
graphs (H) and (I) as subparagraphs (I) and
(J), respectively, and by inserting after sub-
paragraph (G) the following new subpara-
graph:

‘“(H) TREATMENT OF INCOME TAX BASE DIF-
FERENCES.—

‘(i) IN GENERAL.—A taxpayer may elect to
treat tax imposed under the law of a foreign
country or possession of the United States
on an amount which does not constitute in-
come under United States tax principles as
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tax imposed on income described in subpara-
graph (C) or (I) of paragraph (1).

‘(i) ELECTION IRREVOCABLE.—Any such
election shall apply to the taxable year for
which made and all subsequent taxable years
unless revoked with the consent of the Sec-
retary.”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after the date of the enactment
of this Act.

SEC. 226. MODIFICATION OF EXCEPTIONS UNDER
SUBPART F FOR ACTIVE FINANCING.

(a) IN GENERAL.—Section 954(h)(3) is
amended by adding at the end the following:

‘“(E) DIRECT CONDUCT OF ACTIVITIES.—For
purposes of subparagraph (A)(ii)(II), an activ-
ity shall be treated as conducted directly by
an eligible controlled foreign corporation or
qualified business unit in its home country if
the activity is performed by employees of a
related person and—

‘(i) the related person is an eligible con-
trolled foreign corporation the home country
of which is the same as the home country of
the corporation or unit to which subpara-
graph (A)(ii)(II) is being applied,

‘“(ii) the activity is performed in the home
country of the related person, and

‘“(iii) the related person is compensated on
an arm’s-length basis for the performance of
the activity by its employees and such com-
pensation is treated as earned by such person
in its home country for purposes of the home
country’s tax laws.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years of such foreign corporations beginning
after December 31, 2004, and to taxable years
of United States shareholders with or within
which such taxable years of such foreign cor-
porations end.

SEC. 227. UNITED STATES PROPERTY NOT TO IN-
CLUDE CERTAIN ASSETS OF CON-
TROLLED FOREIGN CORPORATION.

(a) IN GENERAL.—Section 956(c)(2) (relating
to exceptions from property treated as
United States property) is amended by strik-
ing ‘“‘and”” at the end of subparagraph (J), by
striking the period at the end of subpara-
graph (K) and inserting a semicolon, and by
adding at the end the following new subpara-
graphs:

‘“(Li) securities acquired and held by a con-
trolled foreign corporation in the ordinary
course of its business as a dealer in securi-
ties if—

‘(i) the dealer accounts for the securities
as securities held primarily for sale to cus-
tomers in the ordinary course of business,
and

‘‘(ii) the dealer disposes of the securities
(or such securities mature while held by the
dealer) within a period consistent with the
holding of securities for sale to customers in
the ordinary course of business; and

‘(M) an obligation of a United States per-
son which—

‘(i) is not a domestic corporation, and

¢“(ii) is not—

“(I) a United States shareholder (as defined
in section 951(b)) of the controlled foreign
corporation, or

“(I1) a partnership, estate, or trust in
which the controlled foreign corporation, or
any related person (as defined in section
954(d)(3)), is a partner, beneficiary, or trustee
immediately after the acquisition of any ob-
ligation of such partnership, estate, or trust
by the controlled foreign corporation.”.

(b) CONFORMING  AMENDMENT.—Section
956(c)(2) is amended by striking ‘“‘and (K)’ in
the last sentence and inserting ‘, (K), and
).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2004, and to taxable years of
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United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

SEC. 228. PROVIDE EQUAL TREATMENT FOR IN-
TEREST PAID BY FOREIGN PART-
NERSHIPS AND FOREIGN CORPORA-
TIONS.

(a) IN GENERAL.—Paragraph (1) of section
861(a) is amended by striking ‘‘and” at the
end of subparagraph (A), by striking the pe-
riod at the end of subparagraph (B) and in-
serting *‘, and”’, and by adding at the end the
following new subparagraph:

‘“(C) in the case of a foreign partnership,
which is predominantly engaged in the ac-
tive conduct of a trade or business outside
the United States, any interest not paid by a
trade or business engaged in by the partner-
ship in the United States and not allocable
to income which is effectively connected (or
treated as effectively connected) with the
conduct of a trade or business in the United
States.”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2003.

SEC. 229. CLARIFICATION OF TREATMENT OF
CERTAIN TRANSFERS OF INTAN-
GIBLE PROPERTY.

(a) IN GENERAL.—Subparagraph (C) of sec-
tion 367(d)(2) is amended by adding at the
end the following new sentence: ‘“‘For pur-
poses of applying section 904(d), any such
amount shall be treated in the same manner
as if such amount were a royalty.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to amounts
treated as received pursuant to section
367(d)(2) of the Internal Revenue Code of 1986
on or after August 5, 1997.

SEC. 230. MODIFICATION OF THE TREATMENT OF
CERTAIN REIT DISTRIBUTIONS AT-
TRIBUTABLE TO GAIN FROM SALES
OR EXCHANGES OF UNITED STATES
REAL PROPERTY INTERESTS.

(a) IN GENERAL.—Paragraph (1) of section
897(h) (relating to look-through of distribu-
tions) is amended by adding at the end the
following new sentence: ‘‘Notwithstanding
the preceding sentence, any distribution by a
REIT with respect to any class of stock
which is regularly traded on an established
securities market located in the United
States shall not be treated as gain recog-
nized from the sale or exchange of a United
States real property interest if the share-
holder did not own more than 5 percent of
such class of stock at any time during the
taxable year.”.

(b) CONFORMING AMENDMENT.—Paragraph
(3) of section 857(b) (relating to capital gains)
is amended by adding at the end the fol-
lowing new subparagraph:

“(F) CERTAIN DISTRIBUTIONS.—In the case
of a shareholder of a real estate investment
trust to whom section 897 does not apply by
reason of the second sentence of section
897(h)(1), the amount which would be in-
cluded in computing long-term capital gains
for such shareholder under subparagraph (B)
or (D) (without regard to this subpara-
graph)—

‘“(i) shall not be included in computing
such shareholder’s long-term capital gains,
and

‘“(ii) shall be included in such shareholder’s
gross income as a dividend from the real es-
tate investment trust.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 231. TOLL TAX ON EXCESS QUALIFIED FOR-
EIGN DISTRIBUTION AMOUNT.

(a) IN GENERAL.—Subpart F of part III of
subchapter N of chapter 1 is amended by add-
ing at the end the following new section:
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“SEC. 965. TOLL TAX IMPOSED ON EXCESS QUALI-
FIED FOREIGN DISTRIBUTION
AMOUNT.

‘“(a) TOLL TAX IMPOSED ON EXCESS QUALI-
FIED FOREIGN DISTRIBUTION AMOUNT.—If a
corporation elects the application of this
section, a tax shall be imposed on the tax-
payer in an amount equal to 5.25 percent of—

‘(1) the taxpayer’s excess qualified foreign
distribution amount, and

‘(2) the amount determined under section

78 which is attributable to such excess quali-
fied foreign distribution amount.
Such tax shall be imposed in lieu of the tax
imposed under section 11 or 55 on the
amounts described in paragraphs (1) and (2)
for such taxable year.

“(b) EXCESS QUALIFIED FOREIGN DISTRIBU-
TION AMOUNT.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘excess quali-
fied foreign distribution amount’ means the
excess (if any) of—

‘““(A) the aggregate dividends received by
the taxpayer during the taxable year which
are—

‘(i) from 1 or more corporations which are
controlled foreign corporations in which the
taxpayer is a United States shareholder on
the date such dividends are paid, and

‘‘(ii) described in a domestic reinvestment
plan which—

‘“(I) is approved by the taxpayer’s presi-
dent, chief executive officer, or comparable
official before the payment of such dividends
and subsequently approved by the taxpayer’s
board of directors, management committee,
executive committee, or similar body, and

‘“(II) provides for the reinvestment of such
dividends in the United States (other than as
payment for executive compensation), in-
cluding as a source for the funding of worker
hiring and training, infrastructure, research
and development, capital investments, or the
financial stabilization of the corporation for
the purposes of job retention or creation,
over

“(B) the base dividend amount.

‘(2) BASE DIVIDEND AMOUNT.—The term
‘base dividend amount’ means an amount
designated under subsection (c)(7), but not
less than the average amount of dividends
received during the fixed base period from 1
or more corporations which are controlled
foreign corporations in which the taxpayer is
a United States shareholder on the date such
dividends are paid.

““(3) FIXED BASE PERIOD.—

‘“(A) IN GENERAL.—The term ‘fixed base pe-
riod’ means each of 3 taxable years which are
among the 5 most recent taxable years of the
taxpayer ending on or before December 31,
2002, determined by disregarding—

‘(i) the 1 taxable year for which the tax-
payer had the highest amount of dividends
from 1 or more corporations which are con-
trolled foreign corporations relative to the
other 4 taxable years, and

‘“(ii) the 1 taxable year for which the tax-
payer had the lowest amount of dividends
from such corporations relative to the other
4 taxable years.

‘“(B) SHORTER PERIOD.—If the taxpayer has
fewer than 5 taxable years ending on or be-
fore December 31, 2002, then in lieu of apply-
ing subparagraph (A), the fixed base period
shall include all the taxable years of the tax-
payer ending on or before December 31, 2002.

‘“(c) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

‘(1) DIVIDENDS.—The term ‘dividend’ has
the meaning given such term by section 316,
except that the term shall include amounts
described in section 951(a)(1)(B), but shall not
include amounts described in sections 78 and
959.

‘(2) CONTROLLED FOREIGN CORPORATIONS
AND UNITED STATES SHAREHOLDERS.—The
term ‘controlled foreign corporation’ has the
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meaning given such term by section 957(a)
and the term ‘United States shareholder’ has
the meaning given such term by section
951(b).

¢“(3) FOREIGN TAX CREDITS.—The amount of
any income, war, profits, or excess profit
taxes paid (or deemed paid under sections 902
and 960) or accrued by the taxpayer with re-
spect to the excess qualified foreign distribu-
tion amount for which a credit would be al-
lowable under section 901 in the absence of
this section, shall be reduced by 85 percent.
No deduction shall be allowed under this
chapter for the portion of any tax for which
credit is not allowable by reason of the pre-
ceding sentence.

‘“(4) FOREIGN TAX CREDIT LIMITATION.—For
purposes of section 904, there shall be dis-
regarded 85 percent of—

‘“(A) the excess qualified foreign distribu-
tion amount,

“(B) the amount determined under section
78 which is attributable to such excess quali-
fied foreign distribution amount, and

‘“(C) the amounts (including assets, gross
income, and other relevant bases of appor-
tionment) which are attributable to the ex-
cess qualified foreign distribution amount
which would, determined without regard to
this section, be used to apportion the ex-
penses, losses, and deductions of the tax-
payer under section 861 and 864 in deter-
mining its taxable income from sources
without the United States.

For purposes of applying subparagraph (C),
the principles of section 864(e)(3)(A) shall
apply.

¢(6) TREATMENT OF ACQUISITIONS AND DIS-
POSITIONS.—Rules similar to the rules of sec-
tion 41(f)(3) shall apply in the case of acquisi-
tions or dispositions of controlled foreign
corporations occurring on or after the first
day of the earliest taxable year taken into
account in determining the fixed base period.

“4(6) TREATMENT OF CONSOLIDATED
GROUPS.—Members of an affiliated group of
corporations filing a consolidated return
under section 1501 shall be treated as a single
taxpayer for purposes of this section.

¢(7) DESIGNATION OF DIVIDENDS.—Subject to
subsection (b)(2), the taxpayer shall des-
ignate the particular dividends received dur-
ing the taxable year from 1 or more corpora-
tions which are controlled foreign corpora-
tions in which it is a United States share-
holder which are dividends excluded from the
excess qualified foreign distribution amount.
The total amount of such designated divi-
dends shall equal the base dividend amount.

¢(8) TREATMENT OF EXPENSES, LOSSES, AND
DEDUCTIONS.—Any expenses, losses, or deduc-
tions of the taxpayer allowable under sub-
chapter B—

‘“(A) shall not be applied to reduce the
amounts described in subsection (a)(1), and

‘“(B) shall be applied to reduce other in-
come of the taxpayer (determined without
regard to the amounts described in sub-
section (a)(1)).

*(d) ELECTION.—

‘(1) IN GENERAL.—An election under this
section shall be made on the taxpayer’s
timely filed income tax return for the first
taxable year (determined by taking exten-
sions into account) ending 120 days or more
after the date of the enactment of this sec-
tion, and, once made, may be revoked only
with the consent of the Secretary.

‘(2) ALL CONTROLLED FOREIGN CORPORA-
TIONS.—The election shall apply to all cor-
porations which are controlled foreign cor-
porations in which the taxpayer is a United
States shareholder during the taxable year.

‘(3) CONSOLIDATED GROUPS.—If a taxpayer
is a member of an affiliated group of cor-
porations filing a consolidated return under
section 1501 for the taxable year, an election
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under this section shall be made by the com-
mon parent of the affiliated group which in-
cludes the taxpayer and shall apply to all
members of the affiliated group.

‘““(e) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary and appropriate to carry out the pur-
poses of this section, including regulations
under section 55 and regulations addressing
corporations which, during the fixed base pe-
riod or thereafter, join or leave an affiliated
group of corporations filing a consolidated
return.”.

(b) CONFORMING AMENDMENT.—The table of
sections for subpart F of part III of sub-
chapter N of chapter 1 is amended by adding
at the end the following new item:

‘“Sec. 965. Toll tax imposed on excess quali-
fied foreign distribution
amount.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply only to the
first taxable year of the electing taxpayer
ending 120 days or more after the date of the
enactment of this Act.

SEC. 232. EXCLUSION OF INCOME DERIVED FROM
CERTAIN WAGERS ON HORSE RACES
AND DOG RACES FROM GROSS IN-
COME OF NONRESIDENT ALIEN INDI-
VIDUALS.

(a) IN GENERAL.—Subsection (b) of section
872 (relating to exclusions) is amended by re-
designating paragraphs (5), (6), and (7) as
paragraphs (6), (7), and (8), respectively, and
inserting after paragraph (4) the following
new paragraph:

“(6) INCOME DERIVED FROM WAGERING
TRANSACTIONS IN  CERTAIN  PARIMUTUEL
POOLS.—Gross income derived by a non-
resident alien individual from a legal wager-
ing transaction initiated outside the United
States in a parimutuel pool with respect to
a live horse race or dog race in the United
States.”.

(b) CONFORMING  AMENDMENT.—Section
883(a)(4) is amended by striking ‘‘(5), (6), and
(7)” and inserting “‘(6), (7), and (8)”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to wagers
made after the date of the enactment of this
Act.

SEC. 233. LIMITATION OF WITHHOLDING TAX FOR
PUERTO RICO CORPORATIONS.

(a) IN GENERAL.—Subsection (b) of section
881 is amended by redesignating paragraph
(2) as paragraph (3) and by inserting after
paragraph (1) the following new paragraph:

¢(2) COMMONWEALTH OF PUERTO RICO.—If
dividends are received during a taxable year
by a corporation—

‘“(A) created or organized in, or under the
law of, the Commonwealth of Puerto Rico,
and

‘(B) with respect to which the require-
ments of subparagraphs (A), (B), and (C) of
paragraph (1) are met for the taxable year,

subsection (a) shall be applied for such tax-
able year by substituting ‘10 percent’ for ‘30
percent’.”.

(b) WITHHOLDING.—Subsection (c) of section
1442 (relating to withholding of tax on for-
eign corporations) is amended—

(1) by striking ‘‘For purposes’ and insert-
ing the following:

(1) GUAM, AMERICAN SAMOA, THE NORTHERN
MARIANA ISLANDS, AND THE VIRGIN ISLANDS.—
For purposes’’, and

(2) by adding at the end the following new
paragraph:

‘“(2) COMMONWEALTH OF PUERTO RICO.—If
dividends are received during a taxable year
by a corporation—

‘“(A) created or organized in, or under the
law of, the Commonwealth of Puerto Rico,
and

‘(B) with respect to which the require-
ments of subparagraphs (A), (B), and (C) of
section 881(b)(1) are met for the taxable year,
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subsection (a) shall be applied for such tax-
able year by substituting ‘10 percent’ for ‘30
percent’.”.

(b) CONFORMING AMENDMENTS.—

(1) Subsection (b) of section 881 is amended
by striking ‘“‘GUAM AND VIRGIN ISLANDS COR-
PORATIONS” in the heading and inserting
“POSSESSIONS”.

(2) Paragraph (1) of section 881(b) is amend-
ed by striking ‘““IN GENERAL’ in the heading
and inserting ‘‘GUAM, AMERICAN SAMOA, THE
NORTHERN MARIANA ISLANDS, AND THE VIRGIN
ISLANDS’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to dividends
paid after the date of the enactment of this
Act.

SEC. 234. REPORT ON WTO DISPUTE SETTLE-
MENT PANELS AND THE APPELLATE
BODY.

Not later than March 31, 2004, the Sec-
retary of Commerce, in consultation with
the United States Trade Representative,
shall transmit a report to the Committee on
Finance of the Senate and the Committee on
Ways and Means of the House of Representa-
tives, regarding whether dispute settlement
panels and the Appellate Body of the World
Trade Organization have—

(1) added to or diminished the rights of the
United States by imposing obligations or re-
strictions on the use of antidumping, coun-
tervailing, and safeguard measures not
agreed to under the Agreement on Imple-
mentation of Article VI of the General
Agreement on Tariffs and Trade of 1994, the
Agreement on Subsidies and Countervailing
Measures, and the Agreement on Safeguards;

(2) appropriately applied the standard of
review contained in Article 17.6 of the Agree-
ment on Implementation of Article VI of the
General Agreement on Tariffs and Trade of
1994; or

(3) exceeded their authority or terms of
reference under the Agreements referred to
in paragraph (1).

SEC. 235. STUDY OF IMPACT OF INTERNATIONAL
TAX LAWS ON TAXPAYERS OTHER
THAN LARGE CORPORATIONS.

(a) STUDY.—The Secretary of the Treasury
or the Secretary’s delegate shall conduct a
study of the impact of Federal international
tax rules on taxpayers other than large cor-
porations, including the burdens placed on
such taxpayers in complying with such rules.

(b) REPORT.—Not later than 180 days after
the date of the enactment of this Act, the
Secretary shall report to the Committee on
Finance of the Senate and the Committee on
Ways and Means of the House of Representa-
tives the results of the study conducted
under subsection (a), including any rec-
ommendations for legislative or administra-
tive changes to reduce the compliance bur-
den on taxpayers other than large corpora-
tions and for such other purposes as the Sec-
retary determines appropriate.

TITLE III—DOMESTIC MANUFACTURING
AND BUSINESS PROVISIONS

Subtitle A—General Provisions

SEC. 301. EXPANSION OF QUALIFIED SMALL-
ISSUE BOND PROGRAM.

(a) IN GENERAL.—Subparagraph (F) of sec-
tion 144(a)(4) (relating to $10,000,000 limit in
certain cases) is amended to read as follows:

‘“(F) ADDITIONAL CAPITAL EXPENDITURES
NOT TAKEN INTO ACCOUNT.—With respect to
any issue, in addition to any capital expendi-
ture described in subparagraph (C), capital
expenditures of not to exceed $10,000,000 shall
not be taken into account for purposes of ap-
plying subparagraph (A)@ii).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to bonds
issued after the date of the enactment of this
Act.
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SEC. 302. EXPENSING OF BROADBAND INTERNET
ACCESS EXPENDITURES.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 (relating to itemized deductions
for individuals and corporations) is amended
by inserting after section 190 the following
new section:

“SEC. 191. BROADBAND EXPENDITURES.

‘‘(a) TREATMENT OF EXPENDITURES.—

‘(1) IN GENERAL.—A taxpayer may elect to
treat any qualified broadband expenditure
which is paid or incurred by the taxpayer as
an expense which is not chargeable to capital
account. Any expenditure which is so treated
shall be allowed as a deduction.

‘“(2) ELECTION.—An election under para-
graph (1) shall be made at such time and in
such manner as the Secretary may prescribe
by regulation.

‘“(b) QUALIFIED BROADBAND EXPENDI-
TURES.—For purposes of this section—

‘(1 IN GENERAL.—The term ‘qualified
broadband expenditure’ means, with respect
to any taxable year, any direct or indirect
costs incurred during 2004 and properly
taken into account for such taxable year
with respect to—

‘“(A) the purchase or installation of quali-
fied equipment (including any upgrades
thereto), and

“(B) the connection of such qualified
equipment to any qualified subscriber.

¢(2) CERTAIN SATELLITE EXPENDITURES EX-
CLUDED.—Such term shall not include any
costs incurred with respect to the launching
of any satellite equipment.

“(3) LEASED EQUIPMENT.—Such term shall
include so much of the purchase price paid
by the lessor of qualified equipment subject
to a lease described in subsection (¢)(2)(B) as
is attributable to expenditures incurred by
the lessee which would otherwise be de-
scribed in paragraph (1).

‘(c) WHEN EXPENDITURES TAKEN INTO AcC-
COUNT.—For purposes of this section—

‘(1) IN GENERAL.—Qualified broadband ex-
penditures with respect to qualified equip-
ment shall be taken into account with re-
spect to the first taxable year in which—

““(A) current generation broadband services
are provided through such equipment to
qualified subscribers, or

‘(B) next generation broadband services
are provided through such equipment to
qualified subscribers.

¢“(2) LIMITATION.—

‘““(A) IN GENERAL.—Qualified expenditures
shall be taken into account under paragraph
(1) only with respect to qualified equip-
ment—

‘(i) the original use of which commences
with the taxpayer, and

‘‘(ii) which is placed in service, after De-
cember 31, 2003.

‘“(B) SALE-LEASEBACKS.—For purposes of
subparagraph (A), if property—

‘(i) is originally placed in service after De-
cember 31, 2003, by any person, and

‘‘(ii) sold and leased back by such person
within 3 months after the date such property
was originally placed in service,

such property shall be treated as originally
placed in service not earlier than the date on
which such property is used under the lease-
back referred to in clause (ii).

“‘(d) SPECIAL ALLOCATION RULES.—

‘(1) CURRENT GENERATION BROADBAND SERV-
ICES.—For purposes of determining the
amount of qualified broadband expenditures
under subsection (a)(1) with respect to quali-
fied equipment through which current gen-
eration broadband services are provided, if
the qualified equipment is capable of serving
both qualified subscribers and other sub-
scribers, the qualified broadband expendi-
tures shall be multiplied by a fraction—

‘“(A) the numerator of which is the sum of
the number of potential qualified subscribers

CONGRESSIONAL RECORD — SENATE

within the rural areas and the underserved
areas which the equipment is capable of serv-
ing with current generation broadband serv-
ices, and

‘(B) the denominator of which is the total
potential subscriber population of the area
which the equipment is capable of serving
with current generation broadband services.

‘(2) NEXT GENERATION BROADBAND SERV-
ICES.—For purposes of determining the
amount of qualified broadband expenditures
under subsection (a)(1) with respect to quali-
fied equipment through which next genera-
tion broadband services are provided, if the
qualified equipment is capable of serving
both qualified subscribers and other sub-
scribers, the qualified expenditures shall be
multiplied by a fraction—

‘“(A) the numerator of which is the sum
of—

‘(i) the number of potential qualified sub-
scribers within the rural areas and under-
served areas, plus

‘‘(i1) the number of potential qualified sub-
scribers within the area consisting only of
residential subscribers not described in
clause (i),

which the equipment is capable of serving
with next generation broadband services, and

‘(B) the denominator of which is the total
potential subscriber population of the area
which the equipment is capable of serving
with next generation broadband services.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) ANTENNA.—The term ‘antenna’ means
any device used to transmit or receive sig-
nals through the electromagnetic spectrum,
including satellite equipment.

‘“(2) CABLE OPERATOR.—The term ‘cable op-
erator’ has the meaning given such term by
section 602(5) of the Communications Act of
1934 (47 U.S.C. 522(5)).

‘“(3) COMMERCIAL MOBILE SERVICE CAR-
RIER.—The term ‘commercial mobile service
carrier’ means any person authorized to pro-
vide commercial mobile radio service as de-
fined in section 20.3 of title 47, Code of Fed-
eral Regulations.

‘“(4) CURRENT GENERATION BROADBAND SERV-
ICE.—The term ‘current generation
broadband service’ means the transmission
of signals at a rate of at least 1,000,000 bits
per second to the subscriber and at least
128,000 bits per second from the subscriber.

“(5) MULTIPLEXING OR DEMULTIPLEXING.—
The term ‘multiplexing’ means the trans-
mission of 2 or more signals over a single
channel, and the term ‘demultiplexing’
means the separation of 2 or more signals
previously combined by compatible multi-
plexing equipment.

‘(6) NEXT GENERATION BROADBAND SERV-
ICE.—The term ‘next generation broadband
service’ means the transmission of signals at
a rate of at least 22,000,000 bits per second to
the subscriber and at least 5,000,000 bits per
second from the subscriber.

‘(7T NONRESIDENTIAL  SUBSCRIBER.—The
term ‘nonresidential subscriber’ means any
person who purchases broadband services
which are delivered to the permanent place
of business of such person.

‘(8) OPEN VIDEO SYSTEM OPERATOR.—The
term ‘open video system operator’ means
any person authorized to provide service
under section 6563 of the Communications Act
of 1934 (47 U.S.C. 573).

“(9) OTHER WIRELESS CARRIER.—The term
‘other wireless carrier’ means any person
(other than a telecommunications carrier,
commercial mobile service carrier, cable op-
erator, open video system operator, or sat-
ellite carrier) providing current generation
broadband services or next generation
broadband service to subscribers through the
radio transmission of energy.
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‘(10) PACKET SWITCHING.—The term ‘packet
switching’ means controlling or routing the
path of any digitized transmission signal
which is assembled into packets or cells.

‘“(11) PROVIDER.—The term ‘provider’
means, with respect to any qualified equip-
ment—

“‘(A) a cable operator,

‘(B) a commercial mobile service carrier,

‘(C) an open video system operator,

‘(D) a satellite carrier,

‘“(E) a telecommunications carrier, or

‘“(F') any other wireless carrier,

providing current generation broadband
services or next generation broadband serv-
ices to subscribers through such qualified
equipment.

‘“(12) PROVISION OF SERVICES.—A provider
shall be treated as providing services to 1 or
more subscribers if—

““(A) such a subscriber has been passed by
the provider’s equipment and can be con-
nected to such equipment for a standard con-
nection fee,

‘“(B) the provider is physically able to de-
liver current generation broadband services
or next generation broadband services, as ap-
plicable, to such a subscriber without mak-
ing more than an insignificant investment
with respect to such subscriber,

‘(C) the provider has made reasonable ef-
forts to make such subscribers aware of the
availability of such services,

‘(D) such services have been purchased by
1 or more such subscribers, and

‘“(BE) such services are made available to
such subscribers at average prices com-
parable to those at which the provider makes
available similar services in any areas in
which the provider makes available such
services.

¢“(13) QUALIFIED EQUIPMENT.—

‘““(A) IN GENERAL.—The term ‘qualified
equipment’ means equipment which provides
current generation broadband services or
next generation broadband services—

‘(i) at least a majority of the time during
periods of maximum demand to each sub-
scriber who is utilizing such services, and

‘‘(ii) in a manner substantially the same as
such services are provided by the provider to
subscribers through equipment with respect
to which no deduction is allowed under sub-
section (a)(1).

“(B) ONLY CERTAIN INVESTMENT TAKEN INTO
ACCOUNT.—Except as provided in subpara-
graph (C) or (D), equipment shall be taken
into account under subparagraph (A) only to
the extent it—

‘(i) extends from the last point of switch-
ing to the outside of the unit, building,
dwelling, or office owned or leased by a sub-
scriber in the case of a telecommunications
carrier,

‘“(ii) extends from the customer side of the
mobile telephone switching office to a trans-
mission/receive antenna (including such an-
tenna) owned or leased by a subscriber in the
case of a commercial mobile service carrier,

‘“(iii) extends from the customer side of the
headend to the outside of the unit, building,
dwelling, or office owned or leased by a sub-
scriber in the case of a cable operator or
open video system operator, or

‘(iv) extends from a transmission/receive
antenna (including such antenna) which
transmits and receives signals to or from
multiple subscribers, to a transmission/re-
ceive antenna (including such antenna) on
the outside of the unit, building, dwelling, or
office owned or leased by a subscriber in the
case of a satellite carrier or other wireless
carrier, unless such other wireless carrier is
also a telecommunications carrier.
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“(C) PACKET SWITCHING EQUIPMENT.—Pack-
et switching equipment, regardless of loca-
tion, shall be taken into account under sub-
paragraph (A) only if it is deployed in con-
nection with equipment described in sub-
paragraph (B) and is uniquely designed to
perform the function of packet switching for
current generation broadband services or
next generation broadband services, but only
if such packet switching is the last in a se-
ries of such functions performed in the trans-
mission of a signal to a subscriber or the
first in a series of such functions performed
in the transmission of a signal from a sub-
scriber.

‘(D) MULTIPLEXING AND DEMULTIPLEXING
EQUIPMENT.—Multiplexing and
demultiplexing equipment shall be taken
into account under subparagraph (A) only to
the extent it is deployed in connection with
equipment described in subparagraph (B) and
is uniquely designed to perform the function
of multiplexing and demultiplexing packets
or cells of data and making associated appli-
cation adaptions, but only if such multi-
plexing or demultiplexing equipment is lo-
cated between packet switching equipment
described in subparagraph (C) and the sub-
scriber’s premises.

‘(14) QUALIFIED SUBSCRIBER.—The
‘qualified subscriber’ means—

““(A) with respect to the provision of cur-
rent generation broadband services—

‘(i) any nonresidential subscriber main-
taining a permanent place of business in a
rural area or underserved area, or

‘‘(ii) any residential subscriber residing in
a dwelling located in a rural area or under-
served area which is not a saturated market,
and

‘(B) with respect to the provision of next
generation broadband services—

‘(i) any nonresidential subscriber main-
taining a permanent place of business in a
rural area or underserved area, or

‘‘(ii) any residential subscriber.

‘“(15) RESIDENTIAL SUBSCRIBER.—The term
‘residential subscriber’ means any individual
who purchases broadband services which are
delivered to such individual’s dwelling.

‘(16) RURAL AREA.—The term ‘rural area’
means any census tract which—

““(A) is not within 10 miles of any incor-
porated or census designated place con-
taining more than 25,000 people, and

‘(B) is not within a county or county
equivalent which has an overall population
density of more than 500 people per square
mile of land.

“(17) RURAL SUBSCRIBER.—The term ‘rural
subscriber’ means any residential subscriber
residing in a dwelling located in a rural area
or nonresidential subscriber maintaining a
permanent place of business located in a
rural area.

‘‘(18) SATELLITE CARRIER.—The term ‘sat-
ellite carrier’ means any person using the fa-
cilities of a satellite or satellite service li-
censed by the Federal Communications Com-
mission and operating in the Fixed-Satellite
Service under part 25 of title 47 of the Code
of Federal Regulations or the Direct Broad-
cast Satellite Service under part 100 of title
47 of such Code to establish and operate a
channel of communications for distribution
of signals, and owning or leasing a capacity
or service on a satellite in order to provide
such point-to-multipoint distribution.

‘‘(19) SATURATED MARKET.—The term ‘satu-
rated market’ means any census tract in
which, as of the date of the enactment of
this section—

““(A) current generation broadband services
have been provided by a single provider to 85
percent or more of the total number of po-
tential residential subscribers residing in
dwellings located within such census tract,
and

term
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‘“(B) such services can be utilized—

‘(i) at least a majority of the time during
periods of maximum demand by each such
subscriber who is utilizing such services, and

‘(ii) in a manner substantially the same as
such services are provided by the provider to
subscribers through equipment with respect
to which no deduction is allowed under sub-
section (a)(1).

‘“(20) SUBSCRIBER.—The term ‘subscriber’
means any person who purchases current
generation broadband services or next gen-
eration broadband services.

¢(21) TELECOMMUNICATIONS CARRIER.—The
term ‘telecommunications carrier’ has the
meaning given such term by section 3(44) of
the Communications Act of 1934 (47 U.S.C.
153(44)), but—

‘“(A) includes all members of an affiliated
group of which a telecommunications carrier
is a member, and

‘“(B) does not include a commercial mobile
service carrier.

€(22) TOTAL POTENTIAL SUBSCRIBER POPU-
LATION.—The term ‘total potential sub-
scriber population’ means, with respect to
any area and based on the most recent cen-
sus data, the total number of potential resi-
dential subscribers residing in dwellings lo-
cated in such area and potential nonresiden-
tial subscribers maintaining permanent
places of business located in such area.

¢“(23) UNDERSERVED AREA.—The term ‘un-
derserved area’ means—

‘‘(A) any census tract which is located in—

‘(i) an empowerment zone or enterprise
community designated under section 1391, or

‘(i) the District of Columbia Enterprise
Zone established under section 1400, or

‘“(B) any census tract—

‘(i) the poverty level of which is at least 30
percent (based on the most recent census
data), and

‘(i) the median family income of which
does not exceed—

‘“(I) in the case of a census tract located in
a metropolitan statistical area, 70 percent of
the greater of the metropolitan area median
family income or the statewide median fam-
ily income, and

‘“(IT) in the case of a census tract located
in a nonmetropolitan statistical area, 70 per-
cent of the nonmetropolitan statewide me-
dian family income.

¢“(24) UNDERSERVED SUBSCRIBER.—The term
‘underserved subscriber’ means any residen-
tial subscriber residing in a dwelling located
in an underserved area or nonresidential sub-
scriber maintaining a permanent place of
business located in an underserved area.

““(f) SPECIAL RULES.—

‘(1) PROPERTY USED OUTSIDE THE UNITED
STATES, ETC., NOT QUALIFIED.—No expendi-
tures shall be taken into account under sub-
section (a)(1) with respect to the portion of
the cost of any property referred to in sec-
tion 50(b) or with respect to the portion of
the cost of any property specified in an elec-
tion under section 179.

‘(2) BASIS REDUCTION.—

‘“(A) IN GENERAL.—For purposes of this
title, the basis of any property shall be re-
duced by the portion of the cost of such prop-
erty taken into account under subsection
(a)(D).

“(B) ORDINARY INCOME RECAPTURE.—For
purposes of section 1245, the amount of the
deduction allowable under subsection (a)(1)
with respect to any property which is of a
character subject to the allowance for depre-
ciation shall be treated as a deduction al-
lowed for depreciation under section 167.

¢“(3) COORDINATION WITH SECTION 38.—No
credit shall be allowed under section 38 with
respect to any amount for which a deduction
is allowed under subsection (a)(1).”.

(b) SPECIAL RULE FOR MUTUAL OR COOPERA-
TIVE TELEPHONE COMPANIES.—Section 512(b)
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(relating to modifications) is amended by
adding at the end the following new para-
graph:

‘‘(18) SPECIAL RULE FOR MUTUAL OR COOPER-
ATIVE TELEPHONE COMPANIES.—A mutual or
cooperative telephone company which for
the taxable year satisfies the requirements
of section 501(c)(12)(A) may elect to reduce
its unrelated business taxable income for
such year, if any, by an amount that does
not exceed the qualified broadband expendi-
tures which would be taken into account
under section 191 for such year by such com-
pany if such company was not exempt from
taxation. Any amount which is allowed as a
deduction under this paragraph shall not be
allowed as a deduction under section 191 and
the basis of any property to which this para-
graph applies shall be reduced under section
1016(a)(29).”".

(¢) CONFORMING AMENDMENTS.—

(1) Section 263(a)(1) (relating to capital ex-
penditures) is amended by striking ‘‘or” at
the end of subparagraph (G), by striking the
period at the end of subparagraph (H) and in-
serting ¢, or’”’, and by adding at the end the
following new subparagraph:

“(I) expenditures for which a deduction is
allowed under section 191.”".

(2) Section 1016(a) of such Code is amended
by striking ‘‘and’” at the end of paragraph
(27), by striking the period at the end of
paragraph (28) and inserting ‘‘, and”’, and by
adding at the end the following new para-
graph:

“(29) to the extent provided in section
191(£)(2).”.

(3) The table of sections for part VI of sub-
chapter A of chapter 1 of such Code is
amended by inserting after the item relating
to section 190 the following new item:

““Sec. 191. Broadband expenditures.’’.

(d) DESIGNATION OF CENSUS TRACTS.—

(1) IN GENERAL.—The Secretary of the
Treasury shall, not later than 90 days after
the date of the enactment of this Act, des-
ignate and publish those census tracts meet-
ing the criteria described in paragraphs (16),
(22), and (23) of section 191(e) of the Internal
Revenue Code of 1986 (as added by this sec-
tion). In making such designations, the Sec-
retary of the Treasury shall consult with
such other departments and agencies as the
Secretary determines appropriate.

(2) SATURATED MARKET.—

(A) IN GENERAL.—For purposes of desig-
nating and publishing those census tracts
meeting the criteria described in subsection
(e)(19) of such section 191—

(i) the Secretary of the Treasury shall pre-
scribe not later than 30 days after the date of
the enactment of this Act the form upon
which any provider which takes the position
that it meets such criteria with respect to
any census tract shall submit a list of such
census tracts (and any other information re-
quired by the Secretary) not later than 60
days after the date of the publication of such
form, and

(ii) the Secretary of the Treasury shall
publish an aggregate list of such census
tracts and the applicable providers not later
than 30 days after the last date such submis-
sions are allowed under clause (i).

(B) NO SUBSEQUENT LISTS REQUIRED.—The
Secretary of the Treasury shall not be re-
quired to publish any list of census tracts
meeting such criteria subsequent to the list
described in subparagraph (A)(ii).

(e) OTHER REGULATORY MATTERS.—

(1) PROHIBITION.—No Federal or State agen-
cy or instrumentality shall adopt regula-
tions or ratemaking procedures that would
have the effect of eliminating or reducing
any deduction or portion thereof allowed
under section 191 of the Internal Revenue
Code of 1986 (as added by this section) or oth-
erwise subverting the purpose of this section.
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(2) TREASURY REGULATORY AUTHORITY.—It
is the intent of Congress in providing the
election to deduct qualified broadband ex-
penditures under section 191 of the Internal
Revenue Code of 1986 (as added by this sec-
tion) to provide incentives for the purchase,
installation, and connection of equipment
and facilities offering expanded broadband
access to the Internet for users in certain
low income and rural areas of the United
States, as well as to residential users nation-
wide, in a manner that maintains competi-
tive neutrality among the various classes of
providers of broadband services. Accord-
ingly, the Secretary of the Treasury shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of section 191 of such Code, including—

(A) regulations to determine how and when
a taxpayer that incurs qualified broadband
expenditures satisfies the requirements of
section 191 of such Code to provide
broadband services, and

(B) regulations describing the information,
records, and data taxpayers are required to
provide the Secretary to substantiate com-
pliance with the requirements of section 191
of such Code.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to expendi-
tures incurred after the date of the enact-
ment of this Act and before the date which is
12 months after the date of the enactment of
this Act.

SEC. 303. EXEMPTION OF NATURAL AGING PROC-
ESS IN DETERMINATION OF PRO-
DUCTION PERIOD FOR DISTILLED
SPIRITS UNDER SECTION 263A.

(a) IN GENERAL.—Section 263A(f) of the In-
ternal Revenue Code of 1986 (relating to gen-
eral exceptions) is amended by adding at the
end the following new paragraph:

*(5) EXEMPTION OF NATURAL AGING PROCESS
IN DETERMINATION OF PRODUCTION PERIOD FOR
DISTILLED SPIRITS.—For purposes of this sub-
section, the production period for distilled
spirits shall be determined without regard to
any period allocated to the natural aging
process.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to produc-
tion periods beginning after the date of the
enactment of this Act.

SEC. 304. MODIFICATION OF ACTIVE BUSINESS
DEFINITION UNDER SECTION 355.

(a) IN GENERAL.—Section 355(b) (defining
active conduct of a trade or business) is
amended by adding at the end the following
new paragraph:

‘“(3) SPECIAL RULES RELATING TO ACTIVE
BUSINESS REQUIREMENT.—

‘““(A) IN GENERAL.—For purposes of deter-
mining whether a corporation meets the re-
quirement of paragraph (2)(A), all members
of such corporation’s separate affiliated
group shall be treated as one corporation.
For purposes of the preceding sentence, a
corporation’s separate affiliated group is the
affiliated group which would be determined
under section 1504(a) if such corporation
were the common parent and section 1504(b)
did not apply.

“(B) CONTROL.—For purposes of paragraph
(2)(D), all distributee corporations which are
members of the same affiliated group (as de-
fined in section 1504(a) without regard to sec-
tion 1504(b)) shall be treated as one dis-
tributee corporation.”.

(b) CONFORMING AMENDMENTS.—

(1) Subparagraph (A) of section 355(b)(2) is
amended to read as follows:

“‘(A) it is engaged in the active conduct of
a trade or business,”’.

(2) Section 355(b)(2) is amended by striking
the last sentence.

(¢c) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply—
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(A) to distributions after the date of the
enactment of this Act, and

(B) for purposes of determining the contin-
ued qualification under section 355(b)(2)(A) of
the Internal Revenue Code of 1986 (as amend-
ed by subsection (b)(1)) of distributions made
before such date, as a result of an acquisi-
tion, disposition, or other restructuring after
such date.

(2) TRANSITION RULE.—The amendments
made by this section shall not apply to any
distribution pursuant to a transaction which
is—

(A) made pursuant to an agreement which
was binding on such date of enactment and
at all times thereafter,

(B) described in a ruling request submitted
to the Internal Revenue Service on or before
such date, or

(C) described on or before such date in a
public announcement or in a filing with the
Securities and Exchange Commission.

(3) ELECTION TO HAVE AMENDMENTS APPLY.—
Paragraph (2) shall not apply if the distrib-
uting corporation elects not to have such
paragraph apply to distributions of such cor-
poration. Any such election, once made,
shall be irrevocable.

SEC. 305. EXCLUSION OF CERTAIN INDEBTED-
NESS OF SMALL BUSINESS INVEST-
MENT COMPANIES FROM ACQUISI-
TION INDEBTEDNESS.

(a) IN GENERAL.—Section 514(c) (relating to
acquisition indebtedness) is amended by add-
ing at the end the following new paragraph:

¢“(10) CERTAIN INDEBTEDNESS OF SMALL BUSI-
NESS INVESTMENT COMPANIES.—For purposes
of this section, the term ‘acquisition indebt-
edness’ does not include any indebtedness in-
curred by a small business investment com-
pany licensed under the Small Business In-
vestment Act of 1958 which is evidenced by a
debenture—

‘“(A) issued by such company under section
303(a) of such Act, and

‘“(B) held or guaranteed by the Small Busi-
ness Administration.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to any in-
debtedness incurred after December 31, 2003,
by a small business investment company de-
scribed in section 514(c)(10) of the Internal
Revenue Code of 1986 (as added by this sec-
tion) with respect to property acquired by
such company after such date.
SEC. 306. MODIFIED TAXATION

ARCHERY PRODUCTS.

(a) Bows.—Paragraph (1) of section 4161(b)
(relating to bows) is amended to read as fol-
lows:

“(1) Bows.—

““(A) IN GENERAL.—There is hereby imposed
on the sale by the manufacturer, producer,
or importer of any bow which has a peak
draw weight of 30 pounds or more, a tax
equal to 11 percent of the price for which so
sold.

‘(B) ARCHERY EQUIPMENT.—There is hereby
imposed on the sale by the manufacturer,
producer, or importer—

‘(i) of any part or accessory suitable for
inclusion in or attachment to a bow de-
scribed in subparagraph (A), and

‘(i) of any quiver or broadhead suitable
for use with an arrow described in paragraph
(2),

a tax equal to 11 percent of the price for
which so sold.”.

(b) ARROWS.—Subsection (b) of section 4161
(relating to bows and arrows, etc.) is amend-
ed by redesignating paragraph (3) as para-
graph (4) and inserting after paragraph (2)
the following:

“(3) ARROWS.—

‘‘(A) IN GENERAL.—There is hereby imposed
on the sale by the manufacturer, producer,
or importer of any arrow, a tax equal to 12
percent of the price for which so sold.

OF IMPORTED

S2889

“(B) EXCEPTION.—In the case of any arrow
of which the shaft or any other component
has been previously taxed under paragraph
(1) or (2)—

‘(i) section 6416(b)(3) shall not apply, and

‘‘(ii) the tax imposed by subparagraph (A)
shall be an amount equal to the excess (if
any) of—

“(I) the amount of tax imposed by this
paragraph (determined without regard to
this subparagraph), over

‘“(IT) the amount of tax paid with respect
to the tax imposed under paragraph (1) or (2)
on such shaft or component.

‘“(C) ARROW.—For purposes of this para-
graph, the term ‘arrow’ means any shaft de-
scribed in paragraph (2) to which additional
components are attached.”.

(c) CONFORMING AMENDMENTS.—Section
4161(b)(2) is amended—

(1) by inserting ‘‘(other than broadheads)”
after ‘‘point”’, and

(2) by striking ‘““ARROWS.—’’ in the heading
and inserting ‘“ARROW COMPONENTS.—’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to articles
sold by the manufacturer, producer, or im-
porter after December 31, 2003.

SEC. 307. MODIFICATION TO COOPERATIVE MAR-
KETING RULES TO INCLUDE VALUE
ADDED PROCESSING INVOLVING
ANIMALS.

(a) IN GENERAL.—Section 1388 (relating to
definitions and special rules) is amended by
adding at the end the following new sub-
section:

“(k) COOPERATIVE MARKETING INCLUDES
VALUE-ADDED PROCESSING INVOLVING ANI-
MALS.—For purposes of section 521 and this
subchapter, the marketing of the products of
members or other producers shall include the
feeding of such products to cattle, hogs, fish,
chickens, or other animals and the sale of
the resulting animals or animal products.’’.

(b) CONFORMING AMENDMENT.—Section
521(b) is amended by adding at the end the
following new paragraph:

¢“(7) CROSS REFERENCE.—

“For treatment of value-added processing
involving animals, see section 1388(k).”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 308. EXTENSION OF DECLARATORY JUDG-
MENT PROCEDURES TO FARMERS’
COOPERATIVE ORGANIZATIONS.

(a) IN GENERAL.—Section 7428(a)(1) (relat-
ing to declaratory judgments of tax exempt
organizations) is amended by striking ‘‘or”
at the end of subparagraph (B) and by adding
at the end the following new subparagraph:

‘(D) with respect to the initial classifica-
tion or continuing classification of a cooper-
ative as an organization described in section
521(b) which is exempt from tax under sec-
tion 521(a), or’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to pleadings filed after the date of the enact-
ment of this Act.

SEC. 309. TEMPORARY SUSPENSION OF PER-
SONAL HOLDING COMPANY TAX.

(a) IN GENERAL.—Section 541 (relating to
imposition of personal holding company tax)
is amended by adding at the end the fol-
lowing new sentence: ‘‘The preceding sen-
tence shall not apply with respect to any
taxable year to which section 1(h)(11) (as in
effect on the date of the enactment of this
sentence) applies.”.

(b) COORDINATION WITH ACCUMULATED
EARNINGS TAX.—Section 532(b) is amended by
adding at the end the following flush sen-
tence:

“Paragraph (1) shall not apply to any tax-

able year to which section 541 does not

apply.”
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(¢c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2003.

SEC. 310. INCREASE IN SECTION 179 EXPENSING.

(a) IN GENERAL.—Section 179(b)(2) (relating
to reduction in limitation) is amended by in-
serting ‘50 percent of”’ before ‘‘the amount’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 2002.

SEC. 311. FIVE-YEAR CARRYBACK OF NET OPER-
ATING LOSSES.

(a) IN GENERAL.—Subparagraph (H) of sec-
tion 172(b)(1) is amended—

(1) by inserting ‘‘6-YEAR CARRYBACK OF CER-
TAIN LOSSES.— after ““(H)”’, and

(2) by striking ‘‘or 2002 and inserting °‘,
2002, or 2003”’.

(b) RULES RELATING TO CERTAIN EXTENDED
NET OPERATING LOSSES.—Section 172 is
amended by redesignating subsection (k) as
subsection (1) and by inserting after sub-
section (j) the following new subsection:

(k) RULES RELATING TO CERTAIN EX-
TENDED NET OPERATING LOSSES.—For pur-
poses of this section, in the case of a tax-
payer which has a net operating loss for any
taxable year ending during 2003 and does not
make an election under subsection (j), such
taxpayer shall be deemed to have made an
election under paragraphs (4)(E) and
(2)(C)(iii) of section 168(k) with respect to all
classes of property for such taxable year.

(c) TEMPORARY SUSPENSION OF 90 PERCENT
LIMIT ON CERTAIN NOL CARRYOVERS.—Sec-
tion 56(d)(1)(A)(i1)(I) (relating to general rule
defining alternative tax net operating loss
deduction) is amended—

(1) by striking ‘‘or 2002 and inserting °‘,
2002, or 2003, and

(2) by striking ‘“‘and 2002 and inserting °°,
2002, and 2003"".

(d) TECHNICAL CORRECTIONS.—

(1) Subparagraph (H) of section 172(b)(1) is
amended by striking ‘‘a taxpayer which
has”’.

(2) Section 102(c)(2) of the Job Creation and
Worker Assistance Act of 2002 (Public Law
107-147) is amended by striking ‘‘before Janu-
ary 1, 2003 and inserting ‘‘after December
31, 1990".

(3)(A) Subclause (I) of section 56(d)(1)(A)(i)
is amended by striking ‘‘attributable to
carryovers’’.

(B) Subclause (I) of section 56(d)(1)(A)(i) is
amended—

(i) by striking ‘‘for taxable years’” and in-
serting ‘‘from taxable years’, and

(ii) by striking ‘‘carryforwards’ and insert-
ing ‘“‘carryovers’’.

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to net operating losses
for taxable years ending after December 31,
2002.

(2) TECHNICAL CORRECTIONS.—The amend-
ments made by subsection (d) shall take ef-
fect as if included in the amendments made
by section 102 of the Job Creation and Work-
er Assistance Act of 2002.

(3) ELECTION.—In the case of a net oper-
ating loss for a taxable year ending during
2003—

(A) any election made under section
172(b)(3) of such Code may (notwithstanding
such section) be revoked before April 15, 2004,
and

(B) any election made under section 172(j)
of such Code shall (notwithstanding such
section) be treated as timely made if made
before April 15, 2004.

(4) SPECIAL RULE FOR TAXPAYERS WITH TAX-
ABLE YEARS ENDING DURING JANUARY.—ANy
taxpayer which has a taxable year ending
during January may elect under this para-
graph to apply section 172(b)(1)(H) of the In-
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ternal Revenue Code of 1986 (as amended by
this section) to its taxable year ending in
2004 rather than its taxable year ending in
2003. If such election is made, then section
172(k) of such Code (as added by this section)
shall be applied to the taxpayer’s taxable
year ending in 2004. Such election shall be
made in such manner and at such time as
may be prescribed by the Secretary of the
Treasury. Such election, once made, shall be
irrevocable.

SEC. 312. EXTENSION AND MODIFICATION OF RE-

SEARCH CREDIT.

(a) EXTENSION.—

(1) IN GENERAL.—Section 41(h)(1)(B) (relat-
ing to termination) is amended by striking
“June 30, 2004 and inserting ‘‘December 31,
2005°.

2) CONFORMING AMENDMENT.—Section
45C(b)(1)(D) is amended by striking ‘‘June 30,
2004 and inserting ‘‘December 31, 2005,

(b) INCREASE IN RATES OF ALTERNATIVE IN-
CREMENTAL CREDIT.—Subparagraph (A) of
section 41(c)(4) (relating to election of alter-
native incremental credit) is amended—

(1) by striking ‘‘2.65 percent’’ and inserting
‘3 percent’’,

(2) by striking ‘3.2 percent’ and inserting
‘4 percent”’, and

(3) by striking ‘‘3.75 percent’’ and inserting
‘5 percent’’.

(c) ALTERNATIVE SIMPLIFIED CREDIT FOR
QUALIFIED RESEARCH EXPENSES.—

(1) IN GENERAL.—Subsection (c¢) of section
41 (relating to base amount) is amended by
redesignating paragraphs (5) and (6) as para-
graphs (6) and (7), respectively, and by in-
serting after paragraph (4) the following new
paragraph:

‘(5) ELECTION OF ALTERNATIVE SIMPLIFIED
CREDIT.—

‘“(A) IN GENERAL.—At the election of the
taxpayer, the credit determined under sub-
section (a)(1) shall be equal to 12 percent of
so much of the qualified research expenses
for the taxable year as exceeds 50 percent of
the average qualified research expenses for
the 3 taxable years preceding the taxable
year for which the credit is being deter-
mined.

¢(B) SPECIAL RULE IN CASE OF NO QUALIFIED
RESEARCH EXPENSES IN ANY OF 3 PRECEDING
TAXABLE YEARS.—

“(1) TAXPAYERS TO WHICH SUBPARAGRAPH
APPLIES.—The credit under this paragraph
shall be determined under this subparagraph
if the taxpayer has no qualified research ex-
penses in any 1 of the 3 taxable years pre-
ceding the taxable year for which the credit
is being determined.

‘‘(ii) CREDIT RATE.—The credit determined
under this subparagraph shall be equal to 6
percent of the qualified research expenses for
the taxable year.

‘(C) ELECTION.—An election under this
paragraph shall apply to the taxable year for
which made and all succeeding taxable years
unless revoked with the consent of the Sec-
retary. An election under this paragraph
may not be made for any taxable year to
which an election under paragraph (4) ap-
plies.”

(2) COORDINATION WITH ELECTION OF ALTER-
NATIVE INCREMENTAL CREDIT.—

(A) IN GENERAL.—Section 41(c)(4)(B) (relat-
ing to election) is amended by adding at the
end the following: ‘‘An election under this
paragraph may not be made for any taxable
yvear to which an election under paragraph
(5) applies.”

(B) TRANSITION RULE.—In the case of an
election under section 41(c)(4) of the Internal
Revenue Code of 1986 which applies to the
taxable year which includes the date of the
enactment of this Act, such election shall be
treated as revoked with the consent of the
Secretary of the Treasury if the taxpayer
makes an election under section 41(c)(5) of
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such Code (as added by paragraph (1)) for
such year.

(f) EFFECTIVE DATES.—

(1) SUBSECTION (a).—The amendments made
by subsection (a) shall apply to amounts paid
or incurred after the date of the enactment
of this Act.

(2) SUBSECTIONS (b) AND (¢c).—The amend-
ments made by subsections (b) and (c) shall
apply to taxable years beginning after De-
cember 31, 2004.

SEC. 313. EXPANSION OF RESEARCH CREDIT.

(a) CREDIT FOR EXPENSES ATTRIBUTABLE TO
CERTAIN COLLABORATIVE RESEARCH CON-
SORTIA.—

(1) IN GENERAL.—Section 41(a) (relating to
credit for increasing research activities) is
amended by striking ‘‘and’” at the end of
paragraph (1), by striking the period at the
end of paragraph (2) and inserting ‘‘, and”’,
and by adding at the end the following new
paragraph:

““(3) 20